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PROBLEMS IN THE POULTRY INDUSTRY 


THURSDAY, MAY 9, 1957 


Hovusn or REPRESENTATIVES, 
SuscoMMItTtTeExE No. 6 on Foop INDUSTRIES OF THE 
SeLect ComMitrexr To Conpuct A SruDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a, m., in room 
1334, New House Office Building, Hon. Charles H. Brown (chairman 
of the subcommittee) presiding. 

Present : Representatives Brown (presiding), McCulloch, and Shee- 
han. 

Also present : Representative Horace Seely-Brown, Jr., of Connect- 
icut, Mortyn K. Zietz, special counsel, and Mildred C. Darrow, 
minority secretary. 

Mr. Brown. The committee will now be in order. 

Subcommittee No. 6 of the Select Committee on Small Business 
of the House of Representatives is a duly constituted subcommittee 
of the House committee, and is composed of Hon. Joe L. Evins, Hon. 
James Roosevelt, Hon. Timothy P. Sheehan, Hon. William M. Me- 
Culloch, and myself as the chairman. The full committee is under 
the able chairmanship of Hon. Wright Patman. This subcommittee 
is charged with the duty of investigating and studying the problems 
of small business connected with food industries. 

The House of Representatives, in House Resclution 56, approved 
January 31, 1957, authorized the Select Committee on Small Business, 
to— 
conduct a study and investigation of the problems of all types of small business, 
existing, arising or that may arise, with particular reference to (1) the factors 
which have impeded or may impede the normal operations, growth, and develop- 
ment of the potentialities of small business; and (2) the administration of Fed- 
eral laws relating specifically to small business to determine whether such laws 
adequately serve the needs of small business. 

Pursuant to this authorization, this subcommittee begins today a 
factual and objective study of the poultry industry, and the problems 
confronting small businesses in this important segment of the business 
community. 

The Small Business Committee in a sense might be referred to as a 
part of the research department of the Congress, often dealing with 
what business would call pure research. We are not a legislating com- 
mittee. Therefore there are no bills before us in these hearings. We 
report our findings and make recommendations to the standing com- 
mittees of the House. 

May I add parenthetically that this function, in my opinion, is most 
important to good legislation. I am convinced that sometimes Con- 
gress, when it passes laws with the finest of intentions and the noblest 
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of objectives, is apt to include certain provisions that aggravate a 
situation rather than correct it. The reason for that, I feel, is often a 
lack of complete information and a thorough understanding of a 
given problem. Perhaps if more research were done by committees 
such as the Small Business Committee prior to the drafting of legisla- 
tion, many costly and wasteful legislative experiments could be pre- 
vented. 

With that in mind, it is important that this subcommittee get as 
much information as it is possible to get without infringing on the 
privacy of anyone. We are not looking for culprits or villains. We 
are looking for facts. We are not interested in making headlines; we 
are interested in making sense. 

It is the intention of this subcommittee to compile the true story 
of what has happened in the poultry industry during the last 5 years, 
factually and objectively. At the end of the hearings, we hope to 
arrive at some constructive suggestions that will help the industry 
solve some of the problems thiat beset it. 

The committee appreciates the excellent cooperation it has received 
from the individuals and corporations who have volunteered to attend 
these hearings and to discuss freely the aspects of the industry’s 
problems. 

As preparation for these hearings has progressed, we have had 
numerous requests from companies and individuals who want to be 
heard; and, subject only to the limitations of time, this subcommittee 
wants to hear them. 

During the 3 days this week and 3 days next week, we hope to get 
enough information on this subject to be able to schedule additional 
hearings, as required. 

Now, I want to add a personal observation before we hear from the 
first witness. For some 13 years, prior to my coming to Congress, 
I had the opportunity of seeing this poultry industry at close range. 

I saw it emerge from the “sitting hen” and “kerosene stove” brooder- 
house stage and become the No. 1 industry in certain sections of the 
United States. I remember some 10 years ago when growers were 
making 20 to 25 cents per bird. Hatcheries, dressing plants, feed 
dealers, manufacturers large and small, were competing for business 
on the basis of quality and dollar results. It was a happy industry; 
and it meant a lot to many thousands of American communities. 

Now, only 10 years later, here in Congress I get letters and personal 
appeals from many hundreds of people connected with the industry 
complaining about all sorts of alleged problems. To me, it is most 
disturbing. And I hope we can, in these hearings, separate fact from 
fiction and help get at the root of some of these problems. 

Now, the committee would like to hear first from the United States 
Department of Agriculture, because, while we are dealing with the 
business aspects of this industry primarily, it is an agricultural indus- 
try. We have invited today as our first witness, Mr. Hermon I. Miller 
of the United States Department of Agriculture. 
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TESTIMONY OF HERMON I. MILLER, DIRECTOR, POULTRY DIVI- 
SION, AGRICULTURAL MARKETING SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY NORRIS T. 
PRITCHARD, HEAD, POULTRY SECTION, MARKETING AND RE- 
REARCH DIVISION, AGRICULTURAL MARKETING SERVICE; AND 
RICHARD C. LARKIN, CHIEF, PROGRAM ANALYSIS GROUP, 
POULTRY DIVISION, AGRICULTURAL MARKETING SERVICE 


Mr. Minter. Mr. Chairman and members of the committee, we in 
the United States Department of Agriculture are glad to cooperate 
with this subcommittee in its study of the poultry industry. The 
statement we are presenting here today is in direct response to a 
letter from the chairman of this subcommittee in which the Depart- 
ment was requested to furnish material based on an outline incorpo- 
rated in that letter. This prepared statement and these attached 
tables, we hope, will provide the committee with the information in 
which it is interested. The statement is limited to available statistical 
information and to background information assembled from various 
sources. 

The poultry industry of the midtwentieth century contrasts sharply 
in many important ways with the industry of one or two generations 
ago. In 1920, chickens were raised on more than 5.8 million farms, or 
about 90 percent of all farms in the United States. Farm poultry en- 
terprises were almost entirely sideline operations maintained primarily 
to furnish farm families with eggs. Egg production, by modern stand- 
ards, was grossly inefficient, averaging less than 100 eggs per hen per 
year. Feed and labor requirements per dozen eggs were high in rela- 
tion to the present. 

A generation and more ago, most of our poultry meat was a by- 
product of egg production. Birds culled from laying flocks often were 
sold directly to the housewife as a live bird and cockerels raised with 
pullets were sold as fryers only in the fall. The production of both 
poultry meat and eggs was highly seasonal. The commercial broiler 
industry had not yet been born. 

Thus, one of the most striking characteristics of the entire poultry 
industry is the sharp changes which have taken place in production and 
marketing methods, including transportation, refrigeration, process- 
ing, packaging, and merchandising. It has often been said that 
changes within the poultry industry, and particularly in the broiler 
and turkey industries, have been more dramatic than in any other seg- 
ment of our agricultural economy. 

Although the poultry industry is one of the oldest of all agricultural 
enterprises, the commercial production of poultry is relatively new. 
The reasons are many, but basically two factors predominate. First, 
has been the impetus on production caused by the tremendous increase 
in the consumer demand for poultry and poultry products. This de- 
mand stems from two factors: First, the increase in human population 
and second, per capita increases in consumption. The per capita 
increase in consumption, in turn, stems in large measure from the 
increase in consumer per capita incomes. Since the 1935-39 prewar 
period, per capita disposable income has increased over 200 percent. 
In addition, extremes of poverty are much less pronounced than they 
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once were. Although this increase has not materially increased the 
total consumption of food per person, it has very definitely changed 
our eating habits. As incomes increase, the tendency is for the con- 
sumption of protein foods to increase relative to the cereal grains and 
other starchy foods. 

The second basic factor which has contributed to the commercial- 
ization of the poultry industry has been the great strides made in 
efficiencies of production. Improvements in feeds, disease control, 
management, equipment, breeding, and other factors have allowed 
commercialization to develop as economic conditions warranted. 

The increase that has taken place in the average rate of lay per hen, 
for example, exemplifies the improvement in the efficiency of produc- 
tion. The rate has increased from 152 eggs in 1945 to 196 eggs in 
1956. The amount of feed required to produce a pound of chicken 
meat has declined from about 4 to 414 pounds ten years ago to approxi- 
mately 2144 pounds at present. The efficiency of management has im- 
proved to the point where a man and his family can care for as many . 
as 40,000 broilers at a time and produce 4 to 5 broods a year. 

The total of these and other improvements in production efficiencies 
has been so significant and these changes have developed at such a 
rapid rate that production costs have been reduced relatively more 
than for most competing products. As a result, poultry and poultry 
products have, over the years, become much more competitive for the 
consumers’ food dollar. Commercialization in the poultry industry 
is thus primarily the effect of increases in consumer demand and in- 
provements in production efficiencies. 

One effect of the trend toward commercialization of the poultry in- 
dustry has been to provide bountiful supplies of all poultry products 
to consumers at reasonable prices. At the same time, a major agricul- 
tural industry has developed which was once considered an industry 
of secondary importance. The farm income from poultry and poultry 
products is third in importance in all of agriculture. In recent years 
the income to producers has approximated $314 billion. 

Although the production of poultry has increased dramatically over 
the last decade, the number of farms producing poultry has declined. 
For example, between the census of 1949 and that of 1954, only a 5-year 
period, the production of chicken meat increased 25 percent, while the 
number of farms selling chickens decreased 41 percent. The total 
production of turkeys increased over 50 percent, while the number 
of farms raising turkeys decreased 13 percent. Egg production be- 
tween these two periods increased 5 percent, while the number of 


eo 


farms selling eggs decreased 30 percent. 

The segment of the poultry industry which has developed most 
rapidly has been the production of broilers. Production has increased 
at a rate of approximately 20 percent a year since the industry’s early 
development in the mid-1930’s. It might be of value to consider some 
of the reasons for this. It is commonly thought that the growth of 
the broiler industry is almost entirely the result of financing methods 
which have been used. 

If one looks back, however, there is evidence to conclude that much 
of the growth of the broiler industry was necessary in order to provide 
consumers with even the same per capita supply of chicken meat. The 
per capital consumption of chicken meat in 1935 was about 13 pounds, 
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of which over 12 pounds came from farm flocks as a byproduct of egg 
production. In 1950 the per capita consumption of chicken meat 
was about 20 pounds, an increase of 7 pounds. The per capita share 
from the farm flocks, however, declined, whereas the share from com- 
mercial broilers increased. In 1956 the per capita supply of chickens 
was over 23 pounds, of which only about 7 pounds was a byproduct of 
egg-producing flocks, and the balance, or about 16 pounds, was from 
commercial broilers. 

Several things have happened within our egg-producing flocks 
which have reduced the amount of poultry meat coming as a byproduct 
from this industry. (1) The rate of lay has been increasing con- 
tinually. The average hen today is laying 25 percent more eggs than 
10 years ago. This has resulted in a reduction in the ratio of meat to 
eggs from laying flocks. (2) There have been improvements in pro- 
duction methods which have resulted in a reduction in the number 
of chickens that must be raised for each pullet entering the laying 
flock. This, plus the trend toward the purchase of pi chicks, has 
also resulted in a diminishing volume of poultry meat coming from 
the production of replacement chickens for the Nation’s laying flock. 
It has been said that if egg production methods had not changed from 
that of 20 years ago, there would be almost no need for a broiler in- 
dustry today to supply our present needs for chicken meat. 

Generally the trend in poultry production has been toward larger, 
more efficient production units, concentrated in rather specific areas. 
In eggs, for example, there seems to be a trend toward a pattern of 
production where eggs are being produced nearer the large consuming 
areas. Egg production, however, remains a major enterprise in the 
general farm areas of the Midwest. In the case of turkeys there 
seems to be a trend toward the movement of production eastward. 
Broiler production is already highly concentrated in rather specific 
areas, with the concentration greatest in the Southeastern States. 

In summary, the poultry industry of today has been able to make the 
tremendous progress it has achieved in supplying more and better 
quality products to an ever-expanding Eo because of many 
important developments. Research on breeding, poultry nutrition, 
disease control, and farm management laid the basis for the improve- 
ments made in production efficiency. Primary credit belongs to the 
alert and enterprising farmers, processors, distributors, and manu- 
facturers of equipment for poultry farms and plants who have forged 
ahead applying new knowledge to old problems with imagination and 
industry. 

The commercialization and concentration of poultry production has 
contributed to the development of an efficient poultry marketing sys- 
tem. Major poultry marketing functions, for example, are now per- 
formed largely in producing areas. When fiocks were small and 
scattered, procurement costs were high as many farms had to be visited 
to secure sufficient poultry to operate a processing establishment. 
Live poultry was often severely damaged from delays and multiple 
handling. Procurement was both costly and inefficient. Such costs 
had to be reflected in the spread between the prices paid at the farm 
and prices paid by consumers. The relationship between farm and 
retail prices has, over time, been relatively consistent. 

The concentration of poultry production also made possible the 
development of larger and more efficient processing establishments 
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where modern, up-to-date processing equipment and methods could be 
used. The modern highly mechanized slaughtering plants and egg 
candling and processing plants did not exist a generation or two ago. 
Processing and handling were largely manual operations and most 

oultry and egg businesses were extremely small by today’s standards. 
Products not needed for local use were assembled from many small 
local buyers and shipped by rail to terminal markets from which 
some were redistributed to nearby consuming areas. Most poultry 
was processed and retailed in New York dressed form or sold as live 
birds. Eggs were generally sold ungraded and uncartoned. Dis- 
tribution and merchandising methods, by modern standards, were 
primitive. 

Improved processing methods have reduced costs and improved 
the quality of poultry products. Today more than 75 percent of all 
the chickens and turkeys sold from farms in the United States are 
processed in about 650 large, highly mechanized poultry slaughter- 
ing plants, most of which are located in the small towns in major pro- 
ducing areas." Approximately 90 percent of the products of these 
plants are completely eviscerated and ready for the frying pan or 
the roasting oven. About 70 percent are marketed as fresh, ice-packed 
birds, and about 30 percent are frozen.? Large, refrigerated, semi- 
trailer trucks speed these products to the major consuming centers, 
thereby assuring consumers of fresh, high-quality products. The 
principal retail outlets of these processors are large-volume chain- 
stores which now dominate the food retailing field. Generally less 
than a week elapses from the time the birds are delivered from the 
farm until they are placed in the refrigerators in thousands of homes 
in Chicago, Detroit, and other cities. 

The concentration of egg-producing units and their increase in 
size have also been reflected in changes in marketing methods. As 
trends underway develop, similar marketing efficiencies which have 
been reflected in the commercial broiler and turkey industries will 
be available to the egg industry. Already there are trends indica- 
tive of these changes. Underway, for example, are various market- 
ing programs where there is a close relationship between the market- 
ing agencies and producing units which makes possible the marketing 
of a high-quality shell egg with minimum handling costs. On the 
west coast there are numerous examples where producing units, mer- 
chandising their product through established shell-egg handlers, are 
following recommended practices which put their product in retail 
stores at the highest attainable quality. 

It should be recognized that commercial poultry production entails 
the use of large amounts of money and involves considerable risk. 
Where money is furnished by a feed dealer, hatchery, or processor 
under a contractual arrangement of some sort it is usual for the 
arrangement to provide for guidance in the management of the enter- 
prise. It is understandable that a food dealer, or other financing in- 
stitution, would require expert management of production methods 
in order to protect its financial interest in a growing flock of chickens 
or turkeys. 


1 Development of the Commercial Poultry Slaughter Report, by Fred L. Faber, Market 
oar Division, Agricultural Marketing Service, U. S. Department of Agriculture, 

arch 1957. 

2 Availability of Fresh or Frozen Ready-to-Cook Poultry, by Humbert Scott Kahle, Market 
Research Division, Agricultural Marketing Service, U. 8. Department of Agriculture, 
January 1957. 
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agreement with poultry-supply sources to assure themselves of a more 
stable supply of poultry so that their plants may operate at the highest 
efficiency possible. 

There are other contractual arrangements in the industry such as 
between processors and their sources of supply. Processing plants 
are very expensive to build and labor costs are high whether or not a 
plant runs to capacity. Processors, therefore, quite often enter into 

This is also true of the hatchery. A hatchery faces a problem in 
both securing hatching eggs and in selling chinks, It is important, 
in order to attain maximum efficiency, that the supply of hatching 
eggs be closely coordinated with the sale of baby chicks. For this 
reason hatcheries often control a major portion of their supply of 
hatching eggs. Hatcheries also may enter into agreements with feed 
one and others in order to have some assurance of a sale for their 
chicks. 

The contractual agreements just mentioned are termed “integration” 
in the poultry trade. The subject of integration has been, and is 
being, widely discussed throughout the industry. The poultry press, 
in discussing the effect of this relatively new trend on the industry, 
has listed numerous pros and cons on the subject. Some such com- 
ments are as follows: 

I would like to stop there just a minute and call to the attention of 
the committee some articles you may not have seen. If not, [ have 
four here that you may want to avail yourselves of that are in the pub- 
lic press. 

Mr. Brown. Without objection, we will include them in the com- 
mittee file. 

Mr. Mitter. 1. The producer does not assume a great financial risk. 
His greatest investment is frequently his labor. 

2. Producers’ income is largely predetermined and established by 
contract. 

3. Contracting makes a better grower of the inexperienced man. 
Professional advice and supervision by experienced fieldmen minimize 
production and marketing problems for the grower. 

4. Producers’ cash profits are limited. 

5. The mobility of operations is stifled. Changes in economic con- 
ditions are not reflected, by the grower, by changes in production. 

6. Incentives for maximum producer efficiency are largely lost. 

7. The best growers do not receive rewards commensurate with their 
natural skills. 

8. Administrative costs are increased under an integrated business. 

9. A higher level of skilled business management is required. 

10. Diversity of business provides financial mobility and a buffer 
against periodic depressed conditions in any one operating unit. 

11. Greater overall efficiency is possible. 

12. All phases of operation must work at the same level which tends 
to induce a high level of production. Mobility of operations is stifled. 

13. Competition within the industry may be weakened. 

14. Lower processing costs result from full capacity, full-time opera- 
tions. 

15. Quality of broilers is improved. 

These are statements, I want to emphasize, that we have pulled 
from these various press articles and others. They are not statements 
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of the Department, but we felt they might be helpful to the committee 
in their farther deliberation. We don’t say that we pulled or filed 
dollars, but perhaps they will help. 

Perhaps the three major causes for the development of the various 
contractual arrangements being used in the poultry industry toda 
are: (1) the large capital requir ements which involve problems both 
in obtaining capital and in managing it; (2) the benefits resulting 
from planning and coordinating all segments of the industry from 
the hatchery supply flocks to the finished processed product; and (3) 
awareness of the large risks facing the small operator, which can, to 
some extent, be averaged out by year-round operations of a large 
diversified firm. 

Producer prices for eggs and poultry vary from year to year and 
within years as supply and demand relationships change. Supplies 

are seasonal in nature, as isthe demand. Over time, producers prices 
also change as a reflection of changes in production costs. Durmg 
the prewar period 1935-39, the index of prices received by producers 
(1940-41 base) averaged 107 for all farm products, 116 for all live- 
stock and livestock products, and 110 for poultry and eggs. Relative 
changes in production costs are, in general, reflected in the indexes 
for the aver age of the past 5 years, i. e., 253 for all farm products, 260 
for livestock and livestock products, and 194 for poultry and eggs. 
Although the mechanics for reflecting supply-demand conditions to 
the producer vary considerably, both within and between production 
areas, in the final analysis, longtime average prices paid producers 
are a reflection of a supply-demand situation. 

In the case of broilers in the Delmarva area, for example, a high 
ere of the broilers marketed are priced at auction.’ The 

uyers at this auction are mostly processors located within the area. 
Sellers are both individual growers and feed dealers—or others—that 
have contracted with growers for their production. The auction is 
open 4 days a week with daily sales of over 100 lots and a million 
head not unusual. 

In the State of Maine, on the other hand, the mechanism of reflect- 
ing supply-demand conditions back to the grower is much less direct, 
being made almost completely through the processing industry.* 
Growers usually contract with the processors to produce at a guaran- 
teed return of so much per bird per week. Under such arrangements, 
changing supply-demand conditions are not of as immediate con- 
cern to the grower. 

In the Georgia area, and to a large extent in other production areas 
of the Southeast, it is the feed dealer who is the primary tie between 
the grower, on the one hand, and the processor on the other.5 The 
processor, through his contacts with the retail trade, reflects demand 
conditions to the feed dealer. The basis for payment to the grower 
varies widely and generally is negotiated prior to placing the chicks 
in the house. 


® Rastern Shore Poultry Growers Exchange, annual report for the year ending June 23, 
1953. Eastern Shore Poultry Growers Exchange, Inc., Selbyville, Del. 

‘Eastern Breeder and Broiler Grower, vol. 19, No. 4, August 1956, p. 6, Dr. Richard 
Saunders. 

5 The Function of Feed-Dealer Suppliers in Marketing Georgia Broilers, Georgia Experi- 
ment Station, Bull. 283, August 1953. 
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These examples of various mechanisms for reflecting supply-demand 
conditions at different levels in the broiler industry are a development 
of the industry itself. Changes in this mechanism have occurred, and 
are continually occurring, very rapidly. Trends have been difficult to 
recognize and follow because of this rapidity of change. 

In order to meet the requirements of such a vigorous industry, the 
Department of Agriculture has gradually developed a set of services 
to match the day-to-day needs of producers and marketers. The De- 
partment has continied to expand its services to the poultry industry 
as needs for such services have developed. 

The development of the Department’s statistical service is a good 
example. Beginning in the mid-1940’s the weekly reporting of the 
number of broiler eggs in incubators and chicks placed on farms has 

yrown from a single report from an area within a State to complete 

State coverage in 22 States. Market price quotations have likewise 
developed to the point where prices are now reported daily at both 
farm and wholesale levels in all of the major markets. 

The Department’s voluntary poultry inspection and grading sery- 
ices were likewise developed to help the poultry industry. Such serv 
ices have expedited the movement of a uniform, recog: rizable, whore 
some high-quality product in commerce. From a very modest begin- 
ning 30 years ago, the voluntary service has been dev eloped to where 
about 1.5 billion pounds of poultry were inspected in 1956 and over 1 
billion pounds were graded, all under Federal supervision. 

In the field of direct merchandizing and promotion the Department 
is continually assisting the industry ‘through its plentiful foods pro- 
gram and through research on marketing problems. These efforts do 
not generally result in immediate spectacular results but, over. time, 
are of very materia} help to the mdustry. 

The Department has been quick to expand those and other services 
to the poultry industry as the need has been demonstrated, and as funds 
have been made available. The Department proposes to continue this 
course. 

The poultry industry has experienced many major production 
marketing changes during the past 10 years. During this period there 
were year-to-year fluctuations in production and prices. Plentiful 
supplies and low prices one year were ee. followed by reduced 
supplies and higher prices in the following year. In total, however, 
it was a period of prosperity and growth for the industry. 

The immediate price outlook for the poultry industry is both a 
able and unfavorable. Average prices for eggs, broiler s, and turk ) 
in 1956 were disappointing to ) producer s, and 1957 prices to date are 
not much different. Later in the year, the Department expects egg 
prices to rise, but there are not yet any developments in sight which 
suggest a significant recovery in prices for poultry meat. Production 
of ¢ eggs, broilers, and turkeys were all record high in 1956. In addition, 
and affec ting the price of poultry meat, the civilian consumption of 
red meats was at a record high level at 167 pounds per civilian. Out- 
puts of eggs, broilers, and turkeys so far in 1957 have been at or above 
corresponding 1956 monthly rates, and the resulting liberal supplies 
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have been a factor keeping prices close to the 1956 averages, season of 
the year considered. 

For eggs, the Department expects a price recovery after midyear, 
in view of the cut of about one-fifth that is likely in replacement chick 
hatchings through April. This will eventually tighten up the sup- 

lies of fresh eggs, and raise egg prices above year-ago levels. 
n mid-April, United States average egg prices of 30.8 ‘cents per 
dozen were 7.7 cents lower than a year earlier. 

For broilers and turkeys, the possibility for substantial and lasting 
price improvement is less definite. Broiler production is continuing 
at or slightly above the record 1956 level. While turkey hatchings have 
backed down from the 15 percent and larger increases above last 
year in January and February, recent hatchings are about 3 percent 
above corresponding 1956 hatchings. Coupled “with storage holdings 
which remain double those of a year ago, this does not indicate any 
substantial pickup in turkey prices this fall. 

For the future all indications are that the poultry industry will 
continue to expand and with this growth will continue to experience 
ee. of adjustment. The poultry industry will likely grow 

or several reasons. An expanding volume of poultry products will 
be required both to meet the needs of an expanding population with 
continued high purchasing power, and to contribute a protein food to 
expected increases in per capita needs resulting from the upward 
trends in our living standards. The principal concern of this com- 
mittee, and of everyone interested in the welfare of the poultry indus- 
try, is ‘how to achieve some degree of stability in the industry so that 
those who produce and market ‘poultry can enjoy a good living. 

(Tables submitted by the Department of Agriculture follow:) 
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TABLE 2.—Average retail prices (AMS) for eggs and for broilers and fryers, 
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TABLE 4.—EHggs: Production on farms, prices, and consumption, selected years 
1930-46, and 1945 to date 
































United States| United States} Consumption per civilian 
Production | average price Rs ce 
Year on farms received by | retail price, 
farmers, per per dozen Shell Proe- | Total 
dozen (AMS) | essed 
| | 

Million cases Cents Cents | Eggs | Eogs Eggs 
Bcc uw kesewatiwcccictloned 109 23.7 40. 6 |_- ciated - 331 
ails sw ilies liga Secale deh itv seal OF 23. 4 34. 5 |- : oe | 280 
Ea ini, s adkstrantnene i aiehieeauie 110 18.0 30. 1 301 18 | 319 
sigh oe ee oes : 156 37.7 | 54.6 | 379 | 23 402 
155 37. 6 | 55.3 359 20 379 
154 45.3 65. 8 358 25 383 
152 47.2 | 68. 4 361 | 28 | 389 
156 45.2 65. 9 358 | 25 | 383 
164 36.3 57.1 | 364 | 25 389 
161 47.7 69. 7 | 365 27 392 
161 41.6 63. 6 | 362 22 | 390 
161 47.7 66.8 | 354 25 379 
164 36. 6 | 56. 2 | 352 | 24 376 
165 38. 9 | 58. 1 347 | 24 371 
170 38. 7 | 57.6 346 23 369 











Mr. Brown. Thank you very much, Mr. Miller for a very excellent 
statement. I have only 2 or 3 questions, and we will pass it along to 
other members of the committee. 

I have here before me, Mr. Miller, a few excerpts from an article in 
the New York Sunday Times of February 10, 1957. The headline 
reads, “Depression Hits Poultry Farms; Jersey Producers Profits hit _ 
by the Worst Blow Since 1930’s. Overproduction Blamed.” 

The first line reads: 

‘ The worst economic depression since the 1930’s has engulfed the pouitry in- 
ustry. 

Is it possible that that could be a fair statement of what happened 
in New Jersey ? 

Mr. Mixer. I think that is a fair statement, Congressman Brown. 
New Jersey was, a number of years back—I will say 20 years back— 
a deficit egg-producing State. They didn’t produce enough for their 
own people, and, of course, they had a large nearby market they could 
also have supplied. New Jersey today is producing more than enough 
for their local needs, and has changed from a deficit to a surplus- 
producing State. They have been hit very hard by that change, be- 
cause when any production area, particularly producing a product that 
is perishable or where quality is as important as in eggs, changes from 
a deficit to a surplus situation, price changes are more dramatic than 
they would be if it were a more stable commodity. This change has 
brought about a tremendous price adjustment there. There has been, 
of course, heavy national supplies of eggs, as we brought out in.this 
statement. 

Mr. Brown. When the writer, George Cabell Wright, blames over- 
production, or reports that people are blaming overproduction, that is 
essentially correct ? 

Mr. Miturr. Yes. 

Mr. Brown. Has that been general in other sections of the country ? 

Mr. Mier. Of course, I would like to say when we talk about over- 
production or oversupplies, we have always got to look at the demand 
size. Supply and demand are always in balance of a price. 

The supplies of poultry products, all of them, have been excessive, 
perhaps, in terms of prices that producers would be happy with. 
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Mr. Brown. I have a statement from an individual who mailed 
e might be some 
difference in the figures ‘used, but I am raion about the ‘principle— 
that total sales of broiler meat last year were 4.2 75 million pounds and 
in 1955, 3,350 million. But he says the total cash receipts from broilers 
cropped $4 million in 1956, in spite of the increase in production. In 
other words, I am asking did the broiler producers of the country 
produce several million pounds of broilers for nothing ? 

Mr. Mituer. May I ask Dick Larkin to come in there # ? 

Mr. Larkin. Basically, what he says is correct. His figures are not 

absolutely right. The point is, production did increase very substan- 
tially. Prices did av erage lower. Gross returns to producers were 
below a vear earlier. 

Mr. Brown. In other words, there must be in this industry dimin- 
ishing returns, comparing it to other industries, where a business sends 
salesmen out and gets orders for a certain number of units; then they 
start manufacturing those orders and, of course, they manufacture a 
little more than they have orders for. They might get an oversupply, 
but they would move that oversupply by just reducing the price, maybe 
a little bit below the cost of production, but sell them; sell that over- 
production for nothing. 

But in this instance, the point of diminishing returns was reached 
last year on broiler meat, and all above the nor rmal consumption ca- 
pacity of the country was produced for not one thin dime; is that 
correct ? 

Mr. Miter. I am not enough of an economist to debate that whole 
subject thoroughly. There is a point you would have to debate here. 
In other words, it might be possible, as I see it, for an industry to take 
less gross cash income in and yet be a solvent industry. I mean take 
less in from a larger supply, and yet be a solvent industry. I believe, 
however, those changes did not take place between 1955 and 1956. so 
that the principle that you were explaining here is probably true. 

Mr. Brown. Now, I have here a statement that the Honorable True 
D. Morse, Assistant ‘Secretary of Agriculture, made before the Senate 
Committee on Agriculture and Forestry during the 83d Congress, 
December 2, 1955, in which he says: 

The explanation for the long delay in balancing production with demand 
probably lies in that aspect of the broiler business which is known as financing. 
The overwhelming majority of United States broilers are grown on credit, most 
often on terms which relieve the farmer of possible out-of-pocket losses if the 
venture proves unprofitable. There are many variations among standard credit 
schemes, and some even go so far as to eliminate completely the price of broilers 
as a factor influencing the farmers’ return, in fact, in many instances, the broiler 
and turkey business as now operated is more a method of selling feed than it is 
a normal farm enterprise. 

That apparently was the feeling of the Department of Agriculture 
in 1954. Has the Department changed ? 

Mr. Mitter. We haven’t discussed this, and I am not able to discuss 
it from the policy level. I think we are aware that that is a factor 
in the broiler industry. It is one of the factors that creates a problem 
in bringing about an adjustment in supply and demand as quickly as 
it might be expected to come about. I think it is one of the things, 
if I might suggest, that this committee would want to dig into rather 
deeply. I hope our statement will set a background for some of the 
factors we mentioned here. 
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For example, it has been said many times that the broiler industry’s 
growth has been a result of these financing schemes. Well, we tried 
to set forth the facts with regard to change in the laying flock industr y 
as it affects the supply of chicken meats, because to us that is a very 
important factor too. 

So, I don’t believe all the growth and so on would be a matter of 
financing and credit. But we would, I think, agree that it does create 
a problem of adjustment, quick adjustment. We used to have adjust- 
ments take place from one brood to the next. It was a 10- to 14-week 
proposition. Now, we have had these extended periods of 9 to 15 
months when adjustments have not been made. That may be one of 
the contributing factors here. I am not saying it is, categorically, 
but I think it is one that needs to be explored. 

Mr. Brown. Would it be a true statement, Mr. Miller, inasmuch as 
you stated that 1956 was disappointing to producers, and a newspaper 
article says that it was the worst depression since the thirties, and 
then you go on to say there are not yet any developments in sight 
which suggest a significant recovery for 1957—it would seem, would it 
not, that the industry is slow to adjust to changes and supply and 
demand # 

Mr. Mire. Yes. Now, we did say we expect the egg industry to 
show improvement. But the turkey and broiler situation looks rather 
rough for the rest of the year unless adjustments take place. 

Mr. Brown. In view of the carryover situation, would it be safe 
to say that 1957 will be a very rough year! 

Mr. Mixuer. It will be, unless the poult hatchings are cut off very 
soon. I think the figures show there are around sixty- some-million 
turkeys already this year, through April settings. There has to be 
a stopping point here pretty soon. 

Mr. Brown. Mr. Miller, what is the basis the Department uses for 
assimilating and reporting placements and prices ? 

Mr. Miutrr. Placements are the direct result of hatcheries acting 
as respondents. In other words—Bob Moore is in the room. He can 
give you details, if you want. 

The respondents are the major hatcheries throughout the country. 
I think it is a very good report. It is a direct result of reports sent 
to the Department monthly from hatcheries themselves. 

As for prices we have a market news reporter in Atlanta, Ga., and 
he contacts the major poultry buyers and the major sellers, and se- 
cures the price and volume information from those sources. Terminal 
markets such as Chicago, New York, and so on, where we also have 
market news reporters, the reporters contact major trade sources, both 
buyers and sellers, and secure price and volume information from 
them. 

Mr. Brown. If the retail market on broilers, for instance, were to 
be, say, 29 cents for eviscerated birds, what portion of that 29 cents is 
reflected in production costs? Do you have any figures on that, Mr. 
Miller? 

Mr. Mitier. Do you mean farm production costs ? 

Mr. Brown. Yes. 

Mr. Miitrr. If you are thinking about a weekend sale proposition 
it would be a large percentage. You quite often would see, let’s say, 
18-cent broilers at a time when retail prices might be 29 cents. We 
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can make some comparisons. Dr. Pritchard may have something to 
contribute there. 

Mr. Brown. We would like to hear from Dr. Pritchard. 

Dr. Prironarp. We have some studies that have just been completed 
on marketing costs. According to one study the average processing 
costs of broilers in Arkansas, Alabama, and Georgia plants, amounts 
to an average of about 7.7 cents a pound. That is on a ready-to-cook, 
or eviscerated, weight basis. 

What we actually did was take the selling prices and the buying 
prices. The buying prices were converted into a ready-to-cook basis. 
This 7.7 cents includes transportation and handling charges laid down 
at large warehouses in northern cities, principally Chicago and Min- 
neapolis. 

Mr. Brown. That is 7.7 cents per pound that it costs to produce—— 

Mr. Mixer. Process and deliver. 

Mr. Brown. Do you have any production cost figures? 

Dr. Prrrcwarp. We have none. I am in the Marketing Research Di- 
vision, and we do not have those data. There may be some in the 
Department, but I am not aware of them. 

Mr. Miter. I don’t believe the Department would have any pro- 
duction cost figures on broilers. 

I would like to emphasize that the 7.7 cents that Dr. Pritchard has 
mentioned does not include shrinkage. If a processor pays 16 cents 
for a fryer, he would have one-fourth of that that would be inedible 
— so he would have about a 4-cent cost and you would have the 

.7 cents on top of that. 

Dr. Prrrcnarp. Starting out with a 16-cent price for a live bird, 
you would have approximately 221% cents as the equivalent ready-to- 
cook price he paid the farmer. Adding the 7.7 cents, you get roughly 
30 cents laid down at the retail store. 

Mr. Brown. And the retailer’s margin on top of that? 

Dr. Prrrcwarp. Yes, sir. Sometimes on the special you are refer- 
ring to, the stores probably take very little in the way of margin. At 
other times, they take more. 

Mr. Brown. Is it the feeling of the Department, Mr. Miller, that 
savings and/or losses to producers, processors, and so on, have been 
passed on to the consumer consistently in the industry ? 

Mr. Mitxer. I don’t know how to anwer that, frankly. But it seems 
to me that would be true. The margin between the farm price and 
the retail price on frying chickens, I think generally has been very, 
very reasonable, considering the factors that Dr. Pritchard has given 
here, and considering the fact that many times you see fryers 18 cents 
at the farm and 29 cents at retail. Keep in mind at all times that there 
is about 25 percent loss from a live weight, to a ready-to-cook, or 
edible product. The margin, I think, has been very reasonable, so that 
the losses to any segment of the industry, or the saving, has generally, 
in my opinion, been passed on. 

Mr. Brown. In other words, there is a committee of the Congress 
studying right now the costs of food products to the consumer com- 
“sans to what the consumer is getting. In this instance, in 1956, at 

east, when the consumer got 3 extra pounds of broiler meat for noth- 
ing as a bonus, in that case the consumer got a very good deal. 

Mr. Mirier. Well, I was in my own retail store in Bethesda not long 
back. A housewife came up to choose some meat. Being interested 
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in poultry, I suggested that she might look at poultry and she said, 
“Well, we have been buying so much poultry, I think we would like to 
have a little change.” 

I think that is true in a good many cases. 

Mr. McCutxocn. Did I understand you to say that you felt the 
processing and distribution costs were not excessive ? 

Mr. Miter. I am not well enough informed on what the actual costs 
of pr ocessing are, but it is my impression, my personal impression—I 
don’t reflect the Department’s views on this, I want to emphasize— 
that there is a great deal of competition between markets and between 
processors and so on, and I think they are operating as near their costs 
as they can. 

Mr. McCutxocu. This is your particular field, as I take it? 

Mr. Mitxer. That is right. I am in the marketing field. 

Mr. McCutiocu. Has your Department ever carefully followed the 
processing and the distributing of a given lot of poultry from the pro- 
ducer to and including the consumer ¢ 

Mr. Miter. I believe Dr. Pritchard’s study has followed that proc- 
ess. 

Mr. McCuttocn. Do you know, as a matter of fact, whether I, as 
a producer can drive my refrigerated truck, with a load of poultry 
from my farm in Miami County, Ohio, to the market in Chicago, IIl., 
and have that poultry unloaded and delivered to the consignee ? 

Mr. Mriuer. Well, I wouldn’t be informed on that. But I think 
it would be rather difficult unless you had a contact in Chicago to deal 
through. 

Mr. McCutiocn. Has your study covered that field ? 

Dr. Prrrowarp. Sir, we have ready to publish the manuscript which 
I have in my hand. This particular study deals with the marketing 
of fryers and fowl in three large cities, Chicago, IIl., and Minneapolis 
and St. Paul, Minn. 

In this particular study, we started out with a representative sample 
of retail stores, obtained information on their sales, and then obtained 
also information on their suppliers. These included not only whole- 
salers in the city, but also processors in the principal areas supply ing 
these cities, including nearby, and also Arkansas, amr and Geor- 
gia. Now, the cost data which we have are for 4 months—July and 
October 1955, and January and April 1956. The figure of 7.7 cents that 
I gave a moment ago is in essence the average for those months. I think 
there are approximately 20 plants included in the average. In addi- 
tion, in Chicago, when these birds passed through the hands of whole- 
salers, there was an additional cost of 2.4 cents. 

Mr. McCutxocn. That would bring that to 9.7 ? 

Dr. Prirrewarp. 10.1. 

Then the independent retailer on the average took 10.9 cents, making 
a farm-to-consumer margin of 21 cents. 

Mr. McCutxocu. And the final total price to consumer was how 
much ? 

Dr. Prrrewarp. It would have averaged some place in the 40’s. I 
have those figures here someplace. 

Mr. McCutxocn. So that approximately 25 percent of the cost. of 
that poultry to the consumer was made up of processing and distribu- 
tion costs? 

Dr. Prrrcnarp, I think the average price was in the upper 40’s. 
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Mr. McCutiocu. I beg your pardon. My question should have been 
approximately 50 percent instead of approximately 25 percent. 

Mr. Muuer. I think the records do show that about 50 percent of 
the consumer’s dollar goes to the producer, and about 50 percent is the 
cost of handling. 

Mr. McCuttocn. I think it is very important, Mr. Chairman, that 
the producer and the consumer be consistently reminded of that fact. 

Now, Dr. Pritchard, I would like to get back again to that question 
which I asked Dr. Miller. Have you particularly followed poultry 
from the producer to the wholesale distributor in the Northeast sec- 
tion of the United States, for instance? That is, Ohio, Indiana, New 
York, New England, or any of those places? 

Dr. Prrrewarp. If the question is, Have we followed the individual 
lots of poultry, “No.” 

Mr. McCouttocn. Have you followed poultry generally from the 
producer to the wholesaler, so that you know exactly what goes on 
in the transportation and delivery of poultry generally, from producer 
to consumer ¢ 

Dr. Prrrcnarp. In general, yes. 

Mr. McCuti0cn. Now, returning to that question I asked you, do 
you know whether or not we, as producers, in Ohio or any of those 
States I have named, may own and operate individually our own 
refrigerator trucks and deliver poultry without hindrance from the 
farm to the wholesaler in any of those cities, the larger distributing 
points, such as Chicago, Cleveland, Pittsburgh, New York, or Boston ¢ 

Dr. Prrrcnarp. There is nothing, so far as I know, to keep a man 
out of the business. 

Mr. McCutxocu. I don’t think that answers the question. I know 
that there is no law that keeps me from buying a refrigerator truck 
and loading it and driving it on the highways. I am advised, and 
I have that there are practical considerations which prohibit me 
from doing that. 

Now, what I would like to know, Dr. Pritchard, is whether or not 
you and your Department have run into those conditions, and whether 
or not they are as I have read in the newspapers ? 

Dr. Prrrcuarp. We have not made any studies in the State of Ohio. 

Mr. McCutiocn. Have you made any studies in that field any 
place ? 

Dr. Prrrcmarp. Yes, in Georgia, Arkansas, and Alabama. Wehave 
made some studies on turkey plants in California and Minnesota. 

Mr. McCutiocu. Can you answer that question with respect to any 
of those States you have named ? 

Dr. Prrrcnarp. Well, we have here information regarding the cost 
of conducting the operations. 

Mr. McCuttocn. That, Dr. Pritchard, isn’t responsive to my ques- 
tion. It is a simple question, and I think that you can answer it one 
of several ways. Either you have some experience and knowledge, 
either directly or indirectly, in this field, or you don’t. My question 
ay be answered by a very, very short sentence. I am not seeking to 
embarrass you a bit, sir. I just want the records to show the facts, 


and if the facts are in accordance with the principles of representative 
government, then they hurt no one. But if they are not, the record 
should show that they are not. That is the reason why special com- 
mittees are constituted, Mr. Chairman, in my opinion, 
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I regret that I have been delivering a lecture. I am sure you don’t 
need it from me or anyone else. But I really am interested in that 
question, and I don’t believe you want the record to be ended without 
answering it. 

Dr. Prrrcuarp. We have made cost studies in the places I have indi- 
cated, and also in certain other cities. I think that is about the 
answer I have to give. 

Mr. Mirier. To answer your question, sir, I don’t think there are 
any studies made that will trace an individual grower’s product 
through the marketing channels. There are very practical problems 
that an individual grower would have to follow concerning your sug- 
gested process. 

Mr. McCutiocn. What are those practical problems? 

Mr. Miuirr. Well, it takes a lot of volume, for example, to process 
as these figures would indicate. 

Mr. McCutxocnu, Let’s get away from volume and get down to a 
project we would have in mind 

Mr. Brown. If the Chair might suggest, I think that would be an 
excellent question to pose before these growers and processors and so 
forth who are going to appear before the committee. I would sug- 
gest to the gentleman that he pose that question to each and every one. 

Would that be in order? 

Mr, McCvixocu. I certainly agree with the chairman’s observation. 
I regret that the gentlemen from the Department, however, haven’t 
seen fit to give the answer which the question calls for. If the gentle- 
men from the Department—and I am not unfriendly to the Depart- 
ment, and only wish to write a record within the knowledge of the 
gentlemen from the Department—if they do not wish to answer the 
question, let the record speak for itself. 

Mr. Miurrr. If I get the question correctly. I would like to make 
2 or 3 comments. You asked what are some of the problems a person 
would have, as an individual grower, processing his own product. 
putting it into his own truck, taking it to the market, and selling it. 

No. 1, I mentioned the fact that there is a very strong competitive 
situation in the industry that requires large volume operations. There 
are many producers that are doing just as you say, but they are very 
large producers, and would be classed as integrated production units. 
But they have volume enough to run a processing plant profitably. 
They have volume enough to establish trade contacts in the city; they 
have volume enough to create a demand for their merchandise in com- 
petition with the large nationally advertised brand names. 

Mr. McCutiocn. Do these conditions of which you are speaking and 
to which I have been so ineptly referring have some bearing on the 
cost of the poultry to the consumer ? 

Mr. Mitier. Yes; I think they would have a bearing on it. I think 
these things that I have mentioned probably contribute to a narrowed 
margin between the producer and the consumer. 

Mr. McCuttocn. And contribute to the condition which has been 
described by the chairman here, and which has been approached in 
some territories in the United States, as the point of diminishing re- 
turn—— 

Mr. Brown. And this processing, as I recall, on the information 
given by either Dr. Pritchard or by you, roughly to one-half of the 
poultry to the consumer. 
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Mr. Miter. That is right. The records, I think, will reflect that 
for many months. 

Mr. Brown. For the sake of the record, in 1954, the Department 
representatives before the United States Senate Agriculture Com- 
mittee showed a chart indicating the farmers’ share—that is, the pro- 
ducers’ share; not the farmers’ always—of the end-product price to 
the consumer. Is there any indication that those figures have changed 
since 1954, or are they roughly the same? 

Mr. Mixter. They are roughly the same. 

Dr. Prrrcwarp. Yes, sir; the marketing margin, that is, the differ- 
ence between the farm value and the retail price per pound averaged 
throughout the United States, has remained close to 18 cents a pound 
over quite a few years. 

Because of a relatively stable margin, the percentage that the farm- 
ers’ return is to the retail price, of course, varies, because the retail 
price varies. In other words, as the retail price goes down, the farm 
share goes down rather sharply. In 1949 the farm share averaged 65 
percent; in 1956, the farm share averaged about 55 percent. In the 
first quarter of 1957 it has averaged about 56 percent. 

Mr. Brown. In other words, there has been a decline since 1949 
in the producers’ share of the food dollar? 

Mr. Prircuarp. Yes. The bulk of that decline would be due to the 
decline in the retail price, because you are computing a percentage 
on a lower base. 

Mr. Brown. So, any depressed condition that these complaints to 
the committee have alleged could not be charged to an increase in 
processing and distribution costs so much between 1955 and 1956. 
In other words, 1955 was, generally, a prosperous year for the indus- 
try ; is that correct ? 

Mr. Murr. That is right. 

Mr. Brown. Have your studies indicated any appreciable difference 
or changes in distribution and processing costs between 1955 and 
1956 ? 

Mr. Mituer. There are no studies of the Department past the date 
that Dr. Pritchard has mentioned here, which included the first couple 
of months of 1956. My observation would be that the spreads have been 
reflecting the increased efficiency in the industry. In other words, 
you have a continuing improvement in the way processing jobs are 
being done. Anyone who visits plants would observe that, so I think 
those efficiencies are being reflected in retail prices. 

So, if there is an increase or decrease in the percent of the con- 
sumers’ dollar going to the producer, it is, as Dr. Pritchard indicated, 
a reflection of the lowering of retail prices with a rather sticky 
margin, although it isn’t sticky to the nth degree. 

Mr. McCutxiocn. One further question. There have been some 
costs, or some increase in the costs, in distribution since 1955, haven’t 
there ? 

Mr. Miuirr. Oh, I imagine. There have been all these services 
that have been added. Dr. Herrmann, in appearing before the House 
committee yesterday, mentioned these. In other words, the great 
many things done in the kitchen are now being done someplace else 
along the line. 
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Mr. McCutiocu. And, in addition, we have general increases that 
we have experienced in the distribution, I mean the transportation, for 
instance, and the personal services in marketing of goods. 

Mr. Miter. Many things contribute. For example, the increase in 
steelworkers’ wages, going back even that far, increased the cost of 
processing equipment. Well, all those things have got to be carried. 

Mr. McCutiocu. And they are reflected here, partially. 

Mr. Mitier. Yes, sir. 

Mr. McCutiocn. And, finally, now, is it correct for me to con- 
clude that, generally speaking, the difficulty in which the poultry pro- 
ducers found themselves was a result of the action of the old law of 
supply and demand of which we have heard so much ever since we were 
interested in economics ¢ 

Mr. Mittrr. Yes. We have had to answer many, many letters in 
that same vein. 

Mr. McCutxocn. And, notwithstanding this squeeze on producers, 
which has been painful indeed, is your Department advocating govern- 
mental action to rest or to interfere with the law of supply and de- 
mand in the poultry industry ? 

Mr. Miuuer. No. 

Mr. Brown. Mr. Sheehan. 

Mr. SueenHan. Mr. Miller, the years 1956 and 1957, of course, present 
a problem. Since 1931, in the estimation of your Department, have 
there been any real bad years? 

Mr. Miuuer. Yes, but I would have trouble putting my fingers on 
them. I remember 1944 was an extremely bad year for eggs in the 
egg industry. 

Mr. Surenan. Would you put poultry in this, too ? 

Mr. Mitier. Well, we didn’t have much in the commercial meat- 
producing section of our poultry industry until, actually, following 
World War II. Now, during the very rapid growth, as our state- 
ment points out, the broiler industry has increased at a geometric 
ratio of actually 20 percent a year. 

Mr. SHEEHAN. Since 1945? 

Mr. Mitter. Yes. There have been many comments made along the 
line that they just can’t go any further. And until, I think, 1954 
I believe most people would agree that the adjustments in production 
to correct supply-demand relationship took place from one brood of 
chickens to the next. That’s about accurate, I believe. But, during 
1954 and in this 1956-57 year, adjustment has been extended over 
a longer period. That is the reason, I believe, that this thing has come 
to the forefront as a topic of discussion to the extent that it has. 

Mr. Surenan. Of course, judging from the last 5 years my own 
observation is that many industries which we checked into have many 
years of prosperity. All of a sudden they have 1 bad year and they 
come to Congress for help in spite of the 20 or 30 very prosperous years 
they have had. 

We have investigated the small-business industries. In the several 
industries which we have investigated we have found that although 
things have been very bad 1 year and assistance was needed, things 
cleared up—the industries were just going through a bad phase of a 
year or two, and after that things adjusted themselves. 

Mr. Mitier. Well I think the record might indicate that the poultry 
industry has generally stood—I say “generally” because there are 








24 PROBLEMS IN THE POULTRY INDUSTRY 


always splinters, two groups generally stood out—in front as one that 
did not want any Government control or any Government program 
to give any particular help. 

Now Dr. Van Wagenen of the Northeast Poultry Distribution 
Council, has just completed a survey throughout the Northeast, I 
am sure the counsel has a record of the results of that survey, and the 
survey still predominantly shows that they do not want any Govern- 
ment program, including purchase program as well as control pro- 
gram. So that the poultry industry is not asking for any type of 
program that are commonly referred to as Government programs. 

3ut the thing that has developed in very recent years has been con- 
cern about—I emphasize “concern,”’—the growth of contractual ar- 
rangements. Many people are looking at that emotionally. Whether 
it is good or bad is something I think you will get a lot of opinion on, 
Iam sure, in just a few days. 

Mr. Sueenan. Of course, is not the poultry industry now getting 
the effects of what we have seen in the whole food distribution indus- 
try—the concentration toward larger and fewer units? 

Mr. Mixter. I am not so sure. The poultry industry is alert, the 
broiler industry. You see, the broiler industry is a new industry and 
I believe the egg industry is an old one, and modern large efficient pro- 
duction methods come forward in a new industry, a very vigorous 
industry, and perhaps it leads the food production field in many 
instances. 

Mr. Surenan. In the food business it is generally recognized that 
certain products bear proportionate or correlated prices to other prod- 
ucts, that is related lines of meats will go up or down a lot of times in 
relationship to, let’s say, beef. If they can buy good beef for 30 cents 
a pound, they are not going to pay 30 cents a pound for poultry. I 
am guessing offhand. Does the Department find there is any direct 
correlation on that price basis between the various kinds of meat and 
poultry ? 

Mr. Mirzer. I don’t believe there is any factual relationship to 
support the interrelationship or competitive situation between the 
various classes of meat. Now turkeys, of course, are a roasting product 
and there is the general concept, for example, that at Easter there is 
an interchange of demand on the part of consumers between ham 
and turkeys. Frying chickens, of course, are a frying meat and maybe 
if pork chops got cheap enough why they would displace some of the 
demand for frying chickens. 

Mr. SuerHan. The Department has arrived at no conclusions as to 
correct correlationship ? 

Mr. Mixer. No. 

Mr. Sueenan. For the purpose of the record, you might want to 
say how your Department feels about the general distribution costs in 
the food industry. It is my opinion that no industry in the country 
distributes to the consumer as cheaply as the food industry. Is that 
right or wrong? 

Mr. Mrixer. Well, I would rather not comment on the general 
food field because I don’t represent or have the knowledge of the gen- 
eral food field. It would be my own feeling that for the poultry 
meats at least, the distribution system is extremely efficient. 
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Mr. Sueenan. I think you will find that the statistics will bear 
out that there is no distribution system in the country that distributes 


with as little or at least less a percentage of the total product as the 
food business does. 


Mr. Miuirr. Yes. 

Mr. Sueewan. That is all, Mr. Chairman. 

Mr. Brown. We have a guest with us today, another member of 
the Small Business Committee who has been nice enough to come in and 
sit in on these hearings. 

Mr. Seely-Brown, would you like to ask a question ? 

Mr. SreLy-Brown. Thank you very much, Mr. Chairman. 

I certainly appreciate the opportunity of attending these hearings. 
[ can say very truthfully that these hearings will mean a great. deal 
to me and the people whom I am honored to represent because in east- 
ern Connecticut the poultry industry is one of our vital industries and 
it is certainly in trouble. The questions that I am concerned: about, 
Mr. Chairman, will be developed, I am sure, during the series of hear- 
ings that you are holding. 

The first question involves overproduction as one of the basic causes 
of the trouble. To what degree has the Government through con- 
flicting programs aided or abetted, if you will, that cause? And I 
don’t blame the Department because after all all you try to do is carry 
out the mandates of the Congress. I am not blaming you, but I am 
wondering to what degrees we have a program where Farmers Home 
Administration has one policy regarding the loaning of money to the 
poultry industry and the Federal Housing Administration has an- 
other program and whether those programs are in conflict and if they, 
in fact, cause trouble. 

And the second question, Mr. Chairman, which I hope will be 
brought out during the course of your hearings is whether or not the 
big feed companies have been able to utilize these Government pro- 
grams and if so, whether the result will be that they will eventually 
end up by completely controlling the individual poultry producer 
leading to full monopoly control, if not already here. 

Those are the basic problems that we all share and face together. 
I expect to attend these hearings as often as I can in hopes of getting 
the answers to those questions and do whatever has to be done to help 
correct the situation. 

Mr. Mitier. I might comment on the first question. 

I believe your letter to the Department asked for some person ac- 
quainted with credit to attend the hearing, so I won’t comment on 
that one. On the second one, I would like to say I will be interested 
in seeing the answer you get, too. 

Mr. Brown. In other words, Mr. Miller, before we let you leave 
the witness stand, the Department used to be able to rely on a rather 
quick resilience in the poultry industry. If prices dropped down 
below cost of production or right at cost of production you expected 
it to correct itself within 13 or 14 weeks at the very next hatching. 
Is that correct ? 

Mr. Miutrr. Yes. 

Mr. Brown. Now, in 1954 we had a real bad situation in the broiler 
industry, is that correct ? 

Mr. Miter. That is right. 

Mr. Brown. In 1956 we had it again ? 
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Mr. Miter. That is right. 

Mr. Brown. According to your testimony there are no immediate 
prospects of it being corrected. Now I’m sure that you people down 
at the Department of Agriculture have had many conversations about 
this and many serious discussions. Has anybody come up with any 
ideas about what to do about it ? : 

Mr. Miiurr. No. About all we can say is that we furnish the in- 
dustry with the finest set of statistics that possibly could be conceived. 
We feel, I feel personally at least, this hasn’t been discussed at the 
policy level, but I personally feel that it would be very futile to think 
in terms of any mandatory control over the industry. It is just too 
widespread and too many problems are involved to administer such 
a program. It seems to me the correction has to come from within 
the industry itself. I don’t know how in the world you could ever take 
any action other than just to try to get people to take action on their 
own initiative. 

Mr. Brown. When you supply the statistics showing exactly the 
rate of production and the effects on the market from that production, 
you expect at the Department that there would be some adjustment 
to it? 

Mr. Miter. Yes. 

Mr. Brown. But for about 18 months there hasn’t been any reaction 
or readjustment. Is that correct? 

Mr. Miter. Well, there has been. For instance, in late December 
there was a temporary period when placements were down. Now too, 
I believe the record shows, 1 to 3 percent above a year ago. So there 
is some adjustment. Probably that isn’t too drastic an increase over 
a year ago. It doesn’t mean extremely good prices, but we must re- 
member that we still have an expanding market in the broiler industry. 

Mr. Brown. In times past, in the recent past, the Department of 
Agriculture has gone into the open market and bought some poultry 
meat, turkey meat especially, to try to adjust the situation, help adjust 
the situation. Isthat correct? 

Mr. Murr. That is right. 

Mr. Brown. What percent of the total production is the largest that 
the Department has purchased in any one year ? 

Mr. Mitter. We purchased in 1952—I ought to be sure that these 
figures are correct before they go into the record if you will give me 
that opportunity—but I believe we purchased 7 percent of the mar- 
keting in 1952. 

Mr. Brown. Now there were purchases made in 1956 of turkey meat? 

Mr. Mriter. Yes. 

Mr. Brown. Approximately what percent of the market, would 
you say ? 

Mr. Mixer. Approximately 3 percent. 

Mr. Brown. Of the total annual production; isthat correct? 

Mr. Murr. That is right. 

Mr. Brown. What was the net effect of that purchase ? 

Mr. Mirxer. I think it had a stabilizing effect on prices. In other 
words there was a level established that carried throughout the mar- 
keting year when the turkey growers were selling their live turkeys. 

Mr. Brown. And it never did fall below that level of prices? 

Mr. Miter. Not until after the program was terminated. There 
was a period in February when turkey prices at wholesale were lower 











PROBLEMS IN THE POULTRY INDUSTRY 27 


than when they went into storage around Christmas. I think it did 
an admirable job in stabilizing prices. 

Mr. Brown. Do you feel if the situation approaches the danger 
point, whatever that might be again, that the Department might 
engage in a similar activity ? 

Mr. MriiEr. Now you have me speculating. 

Mr. McCuttocu. That probably better not be answered either be- 
cause I presume if we guarantee somebody a profit, there will be no 
incentive to use the statistics which you are providing the industry at 
great cost to the taxpayer. 

Mr. Mitier. That is right. 

Mr. Brown. Would it be a fair question to ask if the Department 
considered its venture successful in the past, that it possibly might rec- 
ommend any action any time in the future? 

Mr. Mirter. Well you would find various answers to that. But I 
have indicated, Congressman, that we felt it did a job of stabilizing 
prices very well. 

Mr. McCutxocu. Could I interrupt just a minute? Of course, 
that activity is an activity that should be engaged in only in times 
of emergency, isn’t it? 

Mr. Mitier. That is right. 

Mr. McCutiocu. The Government of the United States should not 
hold out to the poultry producers or any other producers in the long 
run, that produce as much as you will, the Government will always 
step in and buy it and guarantee you a profit. 

Mr. Mitier. There are many 

Mr. McCutiocu. Now that is contrary to economic theory except 
possibly in recent years, isn’t it ? 

Mr. Mitier. Yes. There are many I believe that would disagree 
with you. I mean there are many who believe the opposite of what 
you said. 

Mr. McCuttocn. Or at least we act that way whether we believe 
it or not. 

Mr. Mitier. Now I think personally that the conduct of a program 
such as the one we are talking about here on turkeys should be con- 
ducted in such a manner as not to perpetuate itself from one year to 
the next. In other words, if it is conducted at a level which would 
reflect encouragement to the extent that it would have to be conducted 
a second year, then, of course, you might raise the question about the 
effectiveness of its operation. Now we may be guilty of operating 
very poorly in 1956 because of what looks like is happening in 1957 
on turkeys. However there is a supply of breeders that is very heavy 
because 1956 was a very good breeder year. 

Mr. Srery-Brown. Do you believe, Doctor, that it is possible 
to come up with the program such as mentioned whereby you could 
provide a fully protective dike against disaster without at the same 
time in effect perpetuating a racket for some ? 

Mr. Mitier. Well the Secretary has the authority of course, for 
making purchases, they call them surplus removal purchases, for the 
purpose of trying to alleviate disastrous conditions. Now there are 
difficult problems of course with some industries. In the fryer in- 
dustry it would be very difficult to operate such a program effectively 
because the extent of the program is limited to the outlets available 
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tor the product and when you have got a product produced every day 
in the volume of the fryer industry it is very difficult to see how such 
4 program could be effective in that field. 

Mr. Brown. Is it not a fact that the original intention of that 
market purchasing program and the way it has worked out in fact 
in the poultry industry is that it has never been used except in an 
emergency ¢ 

Mr. Mitier. That is right. 

Mr. Brown. In distress conditions ? 

Our assistant counsel, Mr. Nellis, of the Small Business Committee 
would like to ask a question. 

Mr. Nexus. Mr. Miller, I am interested, and I think the committee 
would be, in whether your Department experiences the same degree 
or number of complaints from small-business men that the committee 
gets. Do you have a section in your Poultry Division that deals spe- 
cifically with the problems of small business ? 

Mr. Miter. No, we haven’t. We don’t get many communications, 
if any, from that segment of our economy. “We get them largely from 
producers and people interested in producers. 

Mr. Nexus. So that the small-business man engaged in poultry or 
the food distribution business would not look to the “Depar tment par- 
ticularly for solutions to his problems. Is that correct? 

Mr. Mutter. I think that would be apparent from the kind of cor- 
respondence we receive. 

Mr. Nexus. I think the committee would be interested in your 
opinion as to this point. You have adverted to it in your statement, 
where you say that where large sums of money are contracted for by 
feed dealers, hatcheries, and so on, and they put money into a grow- 
ing enterprise, they naturally expect to exercise some control over it. 
In the case where they exercise this control, would you say that the 
distributors in the poultry business are losing their independence, to 

some degree becoming less independent than “they formerly were? 

Mr. Minter. What do you mean by “distributors” ? 

Mr. Netuis. Did I say “distributors”? I mean the producers, the 
people who produce the poultry and the eggs. 

Mr. Mriter. Well that is one of the questions I think this commit- 
tee may want to explore, but it would certainly be inherent that if, 
as I indicate in this statement, a feed company is going to put thou- 
sands of dollars into a brood of chickens they are going to see to it 
that they are treated if they get sick, and that they : are handled in a 
proper manner to protect the investment or the money they have got 
tied up there. 

The producer may thereby lose some independence. In other words, 
he doesn’t make the decision when he is going to treat them for colds 
or other condition that may develop. Also because there may be 
a relationship between the feed dealers and the processor and the 
processor says “I want a certain size or breed considered or type of 
chicken,” the feed dealer who is financing the grower may determine, or 
help determine, the kind of stock that will go into the broiler house. 
So all those thin gs are tied together. 

Mr. Nextis. Would the producer and the processor have less to say 
about margins, and the prices as well, in your opinion ? 

Mr. Mitier. Producer and processor ? 
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Mr. Nexus. Yes, the producer who is getting this type of financial 
assistance. 

Mr. Miter. What the processor is able to pay is very closely re- 
lated to what the terminal market that he sells his product in will 
reflect to him. So he is the start of the pricing mechanism and I 
would expect, although this is something that I am not completely 
informed on, that he and the feed dealer, if he is dealing with a feed 
dealer, will arrive at; that is, negotiate the price that the sale will be 
made for. 

There are many Variations in arrangements with the grower and, 
as I indicated here, usually such arrangements are made apparently 
prior to the time the baby chicks go into the house. In other words 
the feed dealer does have these controls over production. The feed 
dealer will say that this is the kind of a deal that will work out for 
the producers. 

Mr. McCutxocn. I would like to ask a question there. Does the 
Department have any information on what percent, the approximate 
percent of producers who may be tied to feed dealers? 

Mr. Miter. Well we don’t have any exact figures on what percent 
of producers may be tied to feed dealers, Our studies made in Geor- 
gia, and elsewhere made several years ago indicated that around 93 
percent, as I recall, of the producers in Georgia, and there may be 
other States that run about the same, were tied in in some manner 
by an organized contractual arrangement, 

Mr. McCuttiocn. Do you personally think that that runs as high in 
the north central or northeastern part of the United States? 

Mr. Miter. They used to say that Indiana and Connecticut were 
the two States where the grower was still operating pretty much as 
he did many, many years ago. 

Mr. McCutiocn. What do you know about Ohio? 

Mr. Miter. I don’t know too much about Ohio, Congressman. I 
just haven’t had an opportunity to study that particular problem. 

Mr. McCutxocu. In the Southeast this may be outgrowth or a 
continuation of the system that has been so long in existence down 
there in the matter of sharecroppers, and so on. Is that right or is 
that possible ? 

Mr. Mituer. I think the only contributory factor might be that the 
people in that area are conditioned to this kind of arrangement. I 
would expect that you would find that most of the people involved are 
quite different people that may have been in some other agricultural 
production scheme. 

Mr. McCuttocn. One further question. On page 10 and the top 
2 or 3 lines of page 11 of your statement are quotations; I assume, 
from newspapers and trade journals, and so on. 

Mr. Miter. That is right. 

Mr. McCutxocu. Have you ever attempted an evaluation for your 
own satisfaction or for the Department’s satisfaction of those various 
comments or allegations? 

Mr. Miter. Oh, I think we have subconsciously from time to time. 
Do you have any particular ones that you have in mind? Frankly we 
put these in here—— 

Mr. McCutxocn. No; I really don’t. And if you would care to do 
so; I think it would be helpful to me to have your comment on each 
one of those statements. 

95697—57—pt. 18 
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Mr. Mitter. You would like me to supplement this statement with 
a statement ? 

Mr. McCoutiocu. I would be very happy if you would care to do so. 

Mr. Mitzer. We will be very glad to do that. We purposely tried 
to list here a number of the things that have been said because we 
felt it might be helpful to the committee and the further progress of 
the committee and we did not make comments on them also for the 
same purpose. But we would be glad to comment if you wish to have 
them. 

Mr. Brown. In answer to Mr. McCulloch’s question partially too, 
the Chair would like to point out that in the poultry and egg situation 
bulletin from the Department of Agriculture for March 1957 the fig- 
ures would indicate that six States in the United States produce one- 
half of the broiler meat produced. Those States are Delaware, North 
Carolina, Georgia, Alabama, Arkansas, Texas. 

Now, in addition, since we have 10 minutes before we must report to 
the House floor, I would like to get a little clarification of a definition 
of terms at this point in the hearing, Mr. Miller. And I have here an 
article entitled “The Challenge of Integration—Where is the Poultry 
Industry Headed?” It is a reprint from the Cooperative Digest, 
March of 1957, written by Earl F’. Crouse, vice president, Doane Agri- 
cultural Service, and may I point out that the Honorable True Morse, 
Assistant Secretary of the Department of Agriculture, was once asso- 
ciated with the Doane Agricultural Service. I will read some of these 
statements and I will appreciate if you will express agreement or dis- 
agreement essentially, not necessarily with the words. [Reading:] ° 

Broiler production has become. an industrial. giant in the. agricultural field, 
The financing, management, and organization of the labor force is more like that 
uf industry than of traditional farming. ' 

Is that essentially correct ? 

Mr. Miter. I think we are moving in the direction of what might 
be called a factory meat production system. . 

Mr. Brown. It goes on to say that: 

sroiler production more than any other major farm, enterprise is organized 
on an assembly-line basis. The techniques are being studied carefully in, many 
other agricultural fields, and unless the Government interferes, it’s safe to assume 
that broiler production is a prototype of things to come in many other segments 
of farming. ' 

Mr. Mrixer. I would agree with that so far as the broiler part i 
concerned. I am not a forecaster so far as the rest. of the agricultural 
economy is concerned. 4 

Mr. McCuttocw. Do you think the condition which the chairman 
has just described may ' 

Mr. Brown. Excuse me at that point. I am reading Mr. Earl 
Crouse’s description. 

Mr. McCuttocn. Yes. Do you think that that condition may lead 
us into a monopolistic situation mentioned by our colleague, the Hon- 
orable Seely-Brown, and may ultimately result in lessened competi- 
tion ? ; 

Mr. Muuer. I ean hardly see that. I can’t see how that would come 
about. 

Mr. Brown. To continue with Mr. Crouse’s article, he defines the 
producer: 
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The broiler producer under today’s vertical integration setup has little inde- 
pendence of action. Usually he owns his farm and the broiler house, but he has 
no money in the chicks, none in the feed, and he cannot sell except through chan- 
nels. He is guaranteed an income based on a minimum price per pound of meat 
sold. 

Is that essentially the definition of the producer under today’s 
system / 

Mr. Mituer. That is one, Congressman Brown. A lot of people 
would give different definitions of producers. I just raise the ques- 
tion who is the producer under some of the systems that do exist. This 
man that is being described here is the man who is furnishing the labor 
and capital investment in the way of facilities and equipment and he 
has some prearranged agreement so far as his part of the income is 
concerned. ‘That’s just one type. He makes no decisions or few deci- 
sions perhaps. Is he the producer or is the man who is someplace else 
the producer? That is the question. 

Mr. Brown. But in terms of the industry that man who supplies the 
labor has been called and is being called the producer or the grower? 

Mr. Mitter. That is right. 

Mr. Brown. Now, Mr. Crouse defines the operator as: 

This person is contractor, feed man and credit man all rolled into one. He is 
the man who signs up the broiler producer and stands to lose if the market price 
falls below the guaranty or if for any reason feed cost in relation to broilers 
produced is too high. This man furnishes the chicks and the feed; he provides 
a certain amount of managerial direction*and veterinary aid... It’s his business 


to contract with processors for the’ best possible deal in marketing the finished 
birds. 


Generally in the industry is that the accepted definition of the oper- 
ator ? 

Mr. Miuier. Well you hate got the processor; for mstance, that 
may be that person many, many times. You have different arrange- 
ments, through feed dealer, a hatcheryman, a breeder, or a processor. 
I think generally the reference there to feed people is probably more 
dominant than the other as he indicates. 

Mr. Brown. Now Mr. Crouse defines feed companies in this instance 
under existing methods: 


The feéd companies are third in line of consideration as I see it: 
Quoting Mr. Crouse. 


They like the big volume of the operator and ‘give. him all kinds of financial 
support. But as indicated aboye, the independent operator is probably passing 
his peak and more and more will. come under, the direct control of the feed 
company. This is a necessary. trend from the point of view of the feed company, 
which has: so much money tied up in production equipment, warehouses, and 
inventory. The feed’ companies that come out on top in this struggle are the 
ones which will eventually dominate the Mdustry. Either of these may start 
the-integration. Integration may come from the top or from the bottom. 


Is that essentially the current picture? 

Mr. Mrtrer. Well I will be interested in hearing what may be devel- 
oped during the next 6 or 7 days on that particular point. I think, yes, 
the statement is correct. 

Mr. Brown. Fourth, the processor is defined in this vertical integra- 
tion concept as— 
the processor of the birds. 

This man is also under the domination of the operator, in the present scheme 


of things. He may be under certain. conditions almost -powerless to obtain 
broilers for processing without a contract or at least an understanding with the 
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operator. On the other hand, marketing of the birds is trending more and more 
to brand name and direct retail outlets. é' 

This situation puts the processor in a merciless squeeze between the operator on 
the one hand and the retailer on the other. 


Is that correct ? 

Mr. Mrrurr. I would be inclined to debate some of those comments, 
Congressman Brown. I don’t believe that the processors generally are 
operating too much under control of some other operators. They are 
pretty independent. Now there are instances where, as I indicated in 
the statement, they may enter into some understanding with a feed 
dealer, or whoever else, because they have got a lot of investment in 
plant and equipment and labor that they want to keep running at the 
maximum efficiency possible. So they may have some fixed contracts 
or arrangements for a certain part of their output, but not all of it. 

Mr. Brown. Now at this point in the record, without objection, the 


Chair would like to insert this entire statement in the record. 
(The statement referred to is as follows :) 


THe CHALLENGE OF INTEGRATION—WHERE Is THE PouLTRY INDUSTRY HEADED? 


By Earl F. Crouse, vice president, Doane Agricultural Service 
{Reprinted from Cooperative Digest, March 1957] 


There is so much going on—change is coming so fast—that I’m sure you'll 
forgive me if 5 years from now everything I say here has been proven wrong by 
subsequent events. However, Doane’s has had an unusual opportunity to study 
the problem “Where Is Poultry Headed?” during the past 6 months. 

Members of our market research staff have been in every important poultry 
(broiler, egg, and turkey) producing area in the Nation since last winter. The 
detailed results and recommendations of that research must remain confidential, 
but there’s a lot that I can say without in any way depreciating the report given 
to our client. This I will share with you. 


BROILER PRODUCTION 


Broiler production has become an industrial giant in the agricultural field. 
The financing, management and organization of the labor force is more like 
that of industry than of traditional farming. 

Broiler production more than any other major farm enterprise is organized 
on an assembly-line basis. The techniques are being studied carefully in many 
other agricultural fields, and unless the Government interferes, it’s safe to assume 
that broiler production is a prototype of things to come in many other segments of 
farming. 

1. Producer: The broiler producer under today’s vertical integration setup 
has little independence of action. Usually he owns his farm and the broiler 
house, but he has no money in the chicks, none in the feed, and he cannot sell ex- 
cept through channels. He is guaranteed an income based on a minimum price 
per pound of meat sold. He usually shares in any price increase above the guar- 
anteed minimum. To most of us this man is the farmer, but technically he is 
pence like a production worker on an assembly line who is paid on a piece-work 

asis. 

2. Operator: Next is the operator, so-called. This person is contractor, feed 
man and credit man all rolled into one. He is the man who signs up the broiler 
producer and stands to lose if the market price falls below the guarantee or if 
for any reason feed cost in relation to broilers produced is too high. This man 
furnishes the chicks and the feed; he provides a certain amount of managerial 
direction and veterinary aid. It’s his business to contract with processors for 
the best possible deal in marketing the finished birds. 

The operator is one of the most essential in the whole broiler-production setup. 
As feed man, he controls the feed business of the community. The big com- 
panies must deal with him or set up someone else in a similar position who has 
his own contract growers. In some situations the feed company has assumed 
the position of the operator, and in others the operator has set up to mix his own 

{ 
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feeds. Often we find that the feed company places its credit resources back 
of the operator so that he can get local bank credit on better terms. 

With so much dependent upon this one keyman it’s easy to see how he can be- 
come very independent and even high-handed in his operations. Since the big 
feed companies cannot afford to have such individuals dictating to them, it seems 
only logical that the operators will be gradually swallowed up by the big feed 
companies. 

3. Feed companies: The feed companies are third in line of consideration as 
I see it. They like the big volume of the operator and give him all kinds of 
financial support. But as indicated above, the independent operator is prob- 
ably passing his peak and more and more will come under the direct control of 
the feed company. This is a necessary trend from the point of view of the feed 
company, which has so much money tied up in production equipment, warehouses, 
and inventory. The feed companies that come out on top in this struggle are the 
ones which will eventually dominate the industry. Hither of these may start the 
integration. Integration may come from the top or from the bottom. 

4. Processor: The fourth group in this vertical integration concept is the 
processor of the birds. This man is also under the domination of the operator, 
in the present scheme of things. He may be under certain conditions almost pow- 
erless to obtain broilers for processing without a contract or at least an under- 
standing with the operator. On the other hand, marketing of the birds is trending 
more and more to brand name and direct retail outlets. (The big chains now buy 
direct, and the independent grocer is buying through his associations. ) 

This situation puts the processor in a merciless squeeze between the operator 
on the one hand and the retailer on the other. To get a good outlet he has to 
guarantee the supply, but what happens if the operator decides to sell the birds 
to someone else? Typically the processor has a heavy investment in machin- 
ery, equipment, andinventory. The operator, as already indicated, hag relatively 
little to lose so can drive a hard bargain in all directions. 

As a result more and more processors are moving into the “operator” field. 
They are making their own contracts with growers and may or may not han- 
dle feed. Gradually we see in this the complete integration picture emerging. 
A few outfits already contract with the grower, furnish their feed for him, buy 
his birds at guaranteed prices, process them and sell poultry under their own 
pean name. I could be mistaken, but that is where I think broiler production 
is headed. 

Federal and State laws may come in to head off this headlong trend to bigness 
in poultry production. On the other hand, there can be little doubt that what 
has happened up to now has been good for agriculture, good for consumers, and 
thus good for the whole country. More people make a living producing poultry 
meat today than was ever possible before. 


EGG PRODUCTION 


Egg production is following broilers into a vertically integrated organization. 
Integration of egg production has come along a lot slower because egg produc- 
tion in the Midwest, while always a sideline to the major farm operation, was big 
in total. Production has always been such that eggs have never been considered 
a luxury food. Seasonal production of the farm flock, however, has always 
been a major marketing problem. 

Commercial production even today is being held back by a lack of proper financ- 
ing. There is a great and growing need to modernize the egg production, process- 
ing, and market facilities of the United States, but always you come back to the 
question of producer financing. 

Our transportation facilities today do not lend themselves to quality egg con- 
trol much beyond the 200- to 400-mile limit, and until this problem is licked, 
we should expect commercial production to gravitate toward the major centers 
of consumption. 

The Midwest has the egg-processing plants, and if its leadership wakes up in 
time, the area can expect to keep this segment of the egg business, but financing 
again holds the key. BWgg production as a sideline is going out of the picture 
even in the Midwest. The processed egg segment of the market could easily be 
lost to the fringe broiler areas where vertical integration is understood and 
accepted. 
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CHANGE IS FOR GOOD 


No one in areas outside the Midwest has anything to lose by the new look in 
egg production—in fact new jobs are being opened up and new sources of wealth 
are being tapped by the local community. The old areas resist change—the new 
areas force change. It’s always been that way and always will. 

Begg production will, in my opinion, shift most quickly to areas close to cen- 
ters of consumption where the vertical integration concept is most quickly 
adopted. 

Personally, I do not think it will make much difference whether the birds are 
floor housed or caged. The high cost of cages about offsets the advantage of bet- 
ter control. Both will grow up together. The real deciding factors, as I’ve tried 
to explain, are proper financing, improved feed conversion, more efficient process- 
ing, better transportation and marketing. Housing is simply a convenient point 
‘around which to build an improved producer management program. 

The biggest problem facing the vertical integration program in turkeys is the 
seasonality: of production. Processing costs and inventory problems are pyra- 
‘mided by the fact that some 66 percent of all turkeys sold are received at process- 
ing plants in October, November, and December. 

’ My crystal ball tells me that the poultry industry will eventually break this 
bottleneck. It'll take some doing, but there’s no reason why turkey should not 
be the banquet meat for all occasions, not just Thanksgiving, Christmas, and New 
Year’s.’ Possibly some other related enterprise will be tied in to spread the 
processing and marketing overhead. Turkey broilers are being tried, but so far 
that has ‘not: proved to be‘the final answer. "Maybe producers are trying to. get 
too much out of the same type bird. 


WHAT DOES IT ALL MEAN? 


What this meats is that the margin between farmer price and consumer price 
will be narrowed. This will make it possible for the total production of all poul- 
try and poultry products to continue the upward trend of the past 20 years.’ The 
added efficiencies inherent in vertical integration will make it possible for poul- 
try ‘and poultry products to recapture a still bigger share of the consumer’s food 
dollar. 

Hee production should top the &85-billion-egg level before United States popula- 
tion ‘goes over ‘the 200-million level, sometime within the next 10 to 15 years. 
Broiler production in the same time should top 1.6 billion birds, and probably 
go much higher if additional savings can be passed on to the customer. Turkey 
production by the same measure should be up to 100 million birds by that time. 
It should reach ‘that level much earlier if some of the marketing and processing 
problemsareé licked and adequate producer financing becomes available. 


Mr. Brown. Thank you very much, Mr. Miller. We appreciate your 
cooperation and your help. 

Mr. Mituer, Thank you. 

Mr. Brown. At this point in the record I would like to read a quo- 
tation from a letter received from Mr. Don W. Olson, general manager 
of the Westline Breeders Association of Kent, Wash., in which Mr. 
Olson alleges: 

It has now ‘beconie a battle for feed tonnage and the victims are the smaller 
feed companies and the independent producers who are trying to operate with 
their own money. In 1956 certain large feed companies were able to insure 80 
percent of their loss with the Fireman’s Fund Insurance Co. After a few months 


claims for losses were so large that this insurance company had to rewrite their 
policies. Evidently someone had sold them a bill of goods. 


In view of that complaint, the committee this afternoon will hear 
from the Fireman’s Fund Insurance Co., the American Bankers 
Insurance Co., the United States Fire Insurante Co., and we will have 
a written statement from the Employees Liability Insurance Co. 

The committee will recess until 2 o’clock in this same room. 

(Whereupon, the hearing recessed at 12 noon to reconvene at 2 p. m., 
same day.) 

(Rerorter’s Norr.—Hearing subsequently recessed to reconvene at 
9:30 a.m., Friday, May 10, 1957.) 
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FRIDAY, MAY 10, 1957 


Hous or REPRESENTATIVES, 
SuBcoMMirrteE No. 6 on Foon LypustRigs OF THE 
SELECT CoMMITTEE 'to Conpuct A Srupy AND 
INVESTIGATION OF THE PRoBLEMS OF SMALL Business, 
Washington, D.C, 

The subcommittee met, pursuant to call, at 9: 35 a. m., in the caucus 
room, Old House Office Building, Hon. Charles H. Brown (chairman 
of the subcommittee) presiding. 

Present: Representatives Brown (presiding), Roosevelt, McCul- 
loch, and Sheehan. 

Also present: Representative Frank M. Coffin, of Maine; Mortyn 
K. Zietz, special counsel; Victor P. Dalmas, adviser to minority mem- 
bers, and Mildred C. Darrow, minority secretary. 

Mr. Brown. The committee will now be in order. 

We will call as our first witness the representative of the Fireman’s 
Fund Insurance Co. of San Francisco, Calif., Mr. Charles Martell. 

Mr. Martell, would you come up here, please? Would you raise 
your right hand, please ? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Marrety. I do. 


TESTIMONY OF CHARLES MARTELL, MANAGER IN CHARGE OF 
THE MARINE DEPARTMENT OF THE WESTERN DEPARTMENT, 
FIREMAN’S FUND INSURANCE CO. 


Mr. Brown. Would you identify yourself, please. Spell your name 
out and your company ? 

Mr. Marrern. Yes, sir. My position with the company is manager 
in charge of the marine department of the western department. of the 
Fireman’s Fund Insurance Co. 

Mr. Brown. Mr. Martell, on behalf of the committee, I want to 
thank you very much for volunteering to come here and help us out 
on this study. 

Mr. Marrerzt. Mr. Chairman, I appreciate the opportunity to be 
here, because it so happens that the Fireman’s Fund has more than a 
passing interest in what happened to the price of chickens in 1956. 
Up until late yesterday afternoon, I had intended to confine my re- 
marks to answering questions. At the end of yesterday morning’s 
session, however, Mr. Chairman, I remembered a few opening sen- 
tences of a letter addressed to you by a member of, if I heard cor- 
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rectly, some breeders’ association which referred to the Fireman’s 
Fund Insurance Co. as having been sold a bill of goods, and having 
gone into this thing with their eyes closed. 

After I got back to my room last night, which is opposite a certain 
foreign embassy where no one is permitted to make a mistake, I de- 
cided to make a statement. With your kind indulgence, Mr. Chair- 
man, I would like to read it. 

Mr. Brown. The committee would like to have it. 

Mr. Marre. Insurance on chickens covering the mill, the dealer, 
and the grower, as their interests may appear, against losses caused by 
fire, wind, flood, and so on, is nothing new, and has been practiced for 
years. However, insurance covering the mill and the dealer against 
the impairment of their investment caused by loss or damage or dis- 
eases of chickens is relatively new, and was pioneered by the Fireman’s 
Fund Insurance Co. 

Mr. McCuttocu. I would like to interrupt just right there. Would 
you reread that last sentence ? 

Mr. Marretu. Yes. 

However, insurance covering the mill and the dealer against the im- 
pairment of their investment caused by loss, damage, or diseases to 
the chickens, is relatively 1ow. 

Mr. McCutzocn. Is that investment in the poultry ? 

Mr. Martetu. In the poultry, the feed, the medicine, labor. Purely 
the cost of chickens. 

Mr. McCuttocu. Yes. Is it the practice, in getting at the phrase, 
ps their interest may ee it the practice of the mill—by mill, 

su ou mean feed mill ? 

iaasems. Yes. 

Mr. McCutxocu. Is it the practice of the mill to take a lien on the 
poultry in question ? 

Mr. Marre. Not to my knowledge, sir. That used to be so, but I 
understand that is no longer so. 

Mr. Brown. Go on, Mr. Martell. 

Mr. Marrext. It is a matter of record that the Fireman’s Fund In- 
surance Co. has pioneered a number of different forms of insurance, 
notably insurance on automobiles and many others. As a matter of 
fact, the Fireman’s Fund was started by pioneers on the west coast 
in 1863. Now, I ask your forgiveness, Mr. Chairman, for mentioning 
this, but I do want to make it clear that we are not Johnny-come- 
latelies; in the business of insurance. 

Since 1863, and after going through the San Francisco earthquake 
in 1906, with an $11 million loss, which was an unheard-of loss in those 
days, our company has grown to be one of the leaders in the insurance 
industry. How did we get that way? Certainly not by offering to 
insure pig iron under water, but by progressive and aggressive develop- 
ment of new forms of insurance to better protect the investment of the 
individual and industry by spreading a loss suffered by the unfor- 
tunate few at a reasonable cost to all. Unfortunately, few people real- 
ize the important role insurance has played in the economic develop- 
ment of our country. Without it, business would stagnate in short 
order. It isnot unusual for an insurance company to experiment with 
a new form of insurance, and the Fireman’s Fund is no exception in 
that respect. Fortunately, and to our credit, most of our experiments 
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have turned out successfully. If that were not so, we would have been 
out of business a long time ago. 

But, we are only human, and occasionally we make mistakes which 
‘all for abandonment of a program, sometimes temporarily, or they 
call for changes in a given program, ‘This is no different from what 
goes on in other industries such as the automobile industry, which 
makes constant changes in style, efficiency, price, and so on, and occa- 
sionally, they will abandon a project entirely at a loss to them. 

I have stated that insurance on chickens itself is not new. Toward 
the end of 1955, we were approached by certain members of the feed 
industry, and their dealers, to try and help them work out some of 
their investment problems by insurance against loss or damage or 
disease to chickens. We were impressed by and still hold a high 
regard for the sincerity of the men who were trying to solve the prob- 
lem for the good of the poultry industry. 

Obviously, they were not interested in a short-lived program that 
would extract a few dollars out of the insurance company’s pocket, but 
were interested in a long-range program that would offer protection 
against losses caused by perils suffered by a few at a fixed cost per 
chicken grown. 

Now, Mr. Chairman, after listening to Mr. Miller, Director of the 
Poultry Division of the Department of Agriculture, I think you will 
agree the chicken business is no place for a novice, As underwriters, 
we have obligations to our shareholders, and one of them is not to go 
into something with our eyes closed. At least, we are expected to 
keep one eye open. Our men spent hours and days with representatives 
of the feed industry, and did considerable research into the price of 
chickens over a number of years. We discovered that the market 
price underwent violent fluctuations at times, but in 8 years, according 
to the records that we had, it went a little below 20 cents a pound 
only once, and then for a short period. 

With the average cost of production established at less than 20.cents 
per pound at that time, it was felt we would pay only losses caused 
by siniemniaile high mortality or disease. Furthermore, we reasoned, 
rightly or wrongly, that the sharp reversal in the market price upward, 
after it hit the low, was due to curtailment in the placement of chickens. 

Above everything else, we reasoned that the poultry industry as a 
whole was in the business to make a profit. 

Barring misfortunes such as might be caused by the elements, ab- 
normal diseases in certain areas, and so forth, that basically was the 
purpose of our insurance. We knew there was a normal mortality 
factor, but that was taken into consideration in the rate. In all the 
discussions that took place with representatives of the industry, no 
one ever sought to have the sole right of our experiment, and as a 
matter of fact, we wrote policies for several large mills, and for a num- 
ber of independents, which, in theory, at least, gave us a further area 
of experimentation, both as to size of mill and the geographical loca- 
tion. 

Changes were made as we went along, both in coverage and rate. 
But the unforeseen happened, in that the market went down and 
stayed down. That was wholly unanticipated by us, but since we in- 
sured less than 4 percent of the broilers raised, the people interested 
in the balance, or 96 percent of the broilers raised, it seems to me, must 
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have guessed wrong, too. There was no intention on our part to insure 
loss of market, and if we paid for part of it in some cases, it was due to 
the basis of adjustment used, and the difficulty of separating it from 
loss or damage or disease suffered by the flock of chickens. 

In any event, when we discovered the danger of the basis of adjust- 
ment, and the unprecedented price situation continued during the 
summer months, when the price of chickens normally is high, we 
terminated our insurance. 

Mr. Chairman, I do not feel that we were sold a bill of goods, and 
I do not feel that we went into it with our eyes closed. I understand 
that chicken impairment insurance is still being offered by some 
sources, who apparently have profited by our experiment. 

I am ready to answer questions, to the best of my ability, Mr. Chair- 
man. 

Mr. Brown. Thank you, Mr. Martell. 

In order to point out the difference in the departure from general 
insurance that this chicken impairment policy experiment involved, I 
would like to ask a few questions, Mr. Martell. 

Have you ever insured a textile manufacturer against any losses 
that he might incur from a decline in the market price of cotton 
fabric? 

Mr. Martetu. No, sir. 

Mr. Brown. Have you ever insured a rancher against any market 
loss for his cattle or his sheep ? 

Mr. Marrtetu. No, sir. 

Mr. Brown. In the experiment that you mentioned—that is, 
chicken impairment insurance—did you offer this policy generally in 
all parts of your sales territory ? 

Mr. Marrett. No. We didn’t offer it because it was an experiment. 

Now, Mr. Chairman, when you conduct an experiment, for example, 
on a motor, I don’t think that you conduct the same experiment on a 
thousand motors. I think perhaps you do it with a half dozen or 
more. We did write it for a number of mills that applied to us. Too, 
our capacity was limited to some extent, and you might ask why did 
we not do it for one mill only. We didn’t because it was important 
to have a spread across the territory, rather than liabilities concen- 
trated in one area. 

Mr. Brown. If there is no objection, I would like to insert in the 
record at this point a specimen copy of the actual policy that was 
written by the Fireman’s Fund, and I would like to ask a few ques- 
tions about this policy, Mr. Martell. 

Mr. Marretu. Very well. 

You have the copy, Mr. Chairman ? 

Mr. Brown. Yes, sir. 
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(The document referred to follows:) 


FIREMAN’s Funp INSURANCE GROUP 


FIREMAN’S FUND INSURANCE CO., FIREMAN’S FUND IDEMNITY CO., HOME FIRE & 
MARINE INS. CO., NATIONAL SURETY CORPORATION 


Western Department, 175 West Jackson Boulevard, Chicago 4, Til. 


ENDORSEMENT 
Attached to and forming part of Policy No_...---_-__- 
OF, 1D sie ta ertiitibeoecdnielmnebibicd aaldoul th sit buts 
SRBCOG, 5G: ncicciitisicneeesiisiettennisceni lip hetecattdaisitbinnintioadniiabasatiae 
biciciesdnabaintrinkas Ss spiDiRphackd ibaa iitihhbiibbicbhhTD adits dlessasceabiaaiaks OG docu 
ON a ee ee the following Dealer is added hereto as an Addi- 


tional Assured : 

It is further understood and agreed that as respects said Dealer Assured, the 
aggregate annual liability hereunder for all losses insured under the terms of 
the “Extension Endorsement” attached to this policy shall not exceed an amount 
equal to $0.15 times the total number of chickens started and insured hereunder 
for the account of said Dealer during the year beginning ~~-.1...-.-.._- and 
OE scab ashes aad 

Subject otherwise to all the terms, conditions and limitations of the policy 
to which this endorsement is attached. 


CHICKEN FORM 


(Primary coverage) 


1. (a) This policy insures the interest, if any, of .~-.....22.2-----.-.+.... 
euch: Poultry Tead ‘Dears We isin ccna dbokntbecoce » as may be endorsed 
hereon as additional Assured(s), in live chicks owned by such Dealer(s) 
and raised by Grower(s) under contracts or Growing Agreements approved by 

(b) This insurance covers until such interest is terminated-or for a period of 
120. days from the date of purchase of such chicks whichever may first occur. 

2. This Policy also insures the interest, if any, of the said Assured(s) in feed, 
grain, grit, medicine, and vaccine incidental to the raising of chicks as above 
defined. 

8. This Policy Insures Against loss or damage to the feed. and medicine or 
death of the poultry directly and immediately resulting from : 

(a) Fire and lightning; 

(b) Smoke; 

(c) Windstorm, cyclone, tornado, and hail; 

(d) Earthquake; 

(e) Rioters, strikers, or civil commotion ; 

(f) Flood (meaning rising rivers, streams, lakes, or ponds) ; 

(g) Falling aircraft or falling objects from aircraft ; 

(h) Collision or overturn of transporting vehicle; collision with other 
vehicle except those owned or operated by the Assured or Grower or 
their employees. 

4. This policy does not insure against: 

(a) Loss of poultry unless death directly results or is made necessary 
within twenty-four (24) hours of the incidence of damage; 

(b) Loss by freezing ; 

(c) Loss by huddling or piling or because of temperature or humidity 
change or because of stampede or fright, whether caused directly or indi- 
rectly by a peril insured against unless such peril comes into contact with 
the buildings or grounds of the Grower where loss: occurs ; 

(d) Loss by blizzard or by rain or snow whether driven by wind or not 
unless the poultry is contained in buildings which buildings shall first have 
sustained an actual damage to the roof or walls by the direct force of the 
wind at the time of loss and then this Company shall be liable only for death 
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of poultry contained therein directly and immediately caused by rain or 
snow entering the buildings through openings in the roof or walls made by 
direct action of the wind; 

(e) Loss of poultry caused directly or indirectly by failure or defect in any 
heating unit unless fire outside of such unit ensues and then for loss caused 
by such ensuing fire only or unless by smoke due to a sudden, unusual and 
faulty operation of any heating plant; 

(f) Less, if any, at the time of loss, there is any other valid and collect- 
ible insurance which would attach if this insurance had not been effected, 
except that this insurance shall apply only as excess, and in no event as 
contributing insurance, and then only after such other insurance had been 
exhausted ; 

(g) War risks as set forth in the War Risk Exclusion Clause in the printed 
“Conditions” of this policy. 

5. Deductible: It is understood and agreed that each claim (separately occur- 
ring) shall be adjusted separately and from the amount of each such adjusted 
claim there shall be deducted one percent (1%) of the total value of all property 
insured hereunder at time of loss on premises of Grower where loss occurs, sub- 
ject to a minimum deductible of $10.00 and a maximum deductible of $25.00. 
Such deductible shall not apply however to claim for loss caused by fire, light- 
ning, or smoke, or for loss in transit insured hereunder. 

6. Limit of liability: 

(a) The liability of this Company as respects chicks shall not exceed the 
invoice cost to the Grower of the chicks plus the invoice value of such feed 
and medicine as may have been consumed by the deceased chicks or otherwise 
expended in the growing of the deceased chicks between the time of delivery 
to the Grower and the date of loss, but in no event to exceed $1.00 per chick. 

(b) The Hability of this Company as respects unconsumed feed, grain, 
grit, medicine, and vaccine shall not exceed the invoice cost of same and in 
no event more than the invoice cost of a quantity of same necessary to feed 
the insured chicks for a two-week period. 

(c) Notwithstanding the above, the liability of this Company for chicks, 
or for unconsumed feed, grain, grit, medicine, and vaccine, or for both, 
shall in no event exceed $25,000.00 on the premises of any one Grower, 
uvaless notification in writing is made to the Company and an endorsement 
issued hereunder. 


. Reports: 


(a) Each Dealer endorsed hereon as an additional Assured agrees to 
maintain and keep an accurate record of all chicks insured hereunder and 
to report to this Company, on forms provided by this Company, on or before 
the fifteenth (15th) day of each month the total number of such chicks 
placed with Grower(s) during the preceding month and to pay premium 
thereon atthe rate of 1¢ per chick placed. 

(b) In the event of loss or damage, this Company shall be liable for no 
greater proportion thereof than the total number of chicks reported as 
placed in the last report filed by the Assured prior to the loss bears to the 
actual total number of chicks placed during the month for which such report 
was made. 

(c) All records pertaining to this insurance shall at any reasonable time 
during the term of this policy and for twelve (12) months thereafter, be 
open to inspection by any duly authorized representative of this Company. 


8. Report of loss: In the event of loss, the Assured agrees to immediately re- 
port such loss to the Company or its authorized Agency, and in the event such loss 
involves more than 100 chicks, the Assured agrees to retain all dead birds for a 
period of three (3) days after such notice of loss (unless such retention shall 
violate any law, ordinance, or government health regulation) and to produce them 
for inspection at any reasonable time, during such period of three (3) days, upon 
demand of any duly authorized representative of this Company. In the event the 
dead chicks are not inspected within the said period of three (3) days, the 
Assured agrees to have them counted in the presence of two disinterested parties 
before being disposed of. 

All other terms and conditions remain unchanged. 

Attached to and forming part of Policy No.______-_-_-~~_-_. of the 


“I 











PROBLEMS IN THE POULTRY INDUSTRY 41 


EXTENSION ENDORSEMENT 


1. In consideration of the rate charged, this policy is extended to cover the 
interest of any Assured(s) hereunder against Impairment caused by loss, damage, 
or disease to the chicks otherwise insured hereunder, occurring during the term 
of this policy, from any cause. 

2. Under this “Extension Endorsement”, this policy does not insure against 
Impairment of such interest caused by or resulting from: 

(a) Conversion, embezzlement, misappropriation, or breach of trust by 
any parties hereto, including any Assured, Grower, Dealer, or any other 
persons, firm, or corporation. 

(b) Any peril that would have been covered under this policy had this 
“Extension Endorsement” not been attached. 

(c}) War Risks as set forth in the War Risk Exdlusion Clause in the 
printed “Conditions” of this policy. 

3. In the event of loss, damage or disease to chicks, the interest of which is in- 
sured hereunder, it is understood and agreed that the amount of liability of this 
Company as respects losses arising from any one flock shall be limited to 80 per- 
cent of the difference between the Actual Cost of Production (as hereinafter de- 
fined) and the Amount Realized from subsequent sale of the remaining birds, 
if any, or from insurance proceeds, hatchery allowances, or other recoveries. 

4. It is further understood and agreed that the liability of this Company under 
this policy shall in no event exceed an amount equal to $0.75 times the number 
of birds started in the flocks, nor $25,000.00 on the premises of any one Grower, 
unless notification in writing is made to the Company and an endorsement issued 
hereunder. 

5. The term, “Actual Cost of Production” as used herein shall mean a total 
of the following : 

(a) The wholesale cost of chicks ; 

(b) The wholesale cost of medicine and vaccine, if any ; 

(c) The wholesale cost of feed, grain, and grit, plus $3.00 per ton; 

(d) The cost of insurance under this policy ; 

(e) The minimum guarantee paid the Grower, but not exceeding $0.05 per 
started chick. 

6. It is a condition of this policy that the Named Assured shall immediately 
tepart.te. tha: Company om to fie BRO a ake eten on ne een 
any occurrence or situation of which it has knowledge and which in its opinion, 
may result in a claim under this endorsement. 

Subject otherwise to the terms and conditions of the policy to which this en- 
dorsement is attached. 

Attached to and forming part of Policy No. -.---..-.-.-.2--.-.-___ of the 
Fireman’s Fund Insurance Company. 


Mr. Brown. In section 1 (a) of the chicken form, as this policy is 
called, under primary coverage, it reads: 
This policy insures the interest, if any, of (blank), such poultry feed dealers 
of (blank), as may be endorsed hereon as additional assureds— 
How would that statement read if it were filled out? 
Mr. Marre.i. That was paragraph what? 
Mr. Brown. 1 (a). It is the very beginning of the policy. 
Would you like to look at this copy, Mr. Martell ? 
Mr. Marretu. I would like to see if we have the same copies. 
There were several very similar forms, so apparently I have a 
slightly different form. 
“The interest of” would be the mill. 
Mr. Brown. Would that be the dealer, or the number of dealers? 
Mr. Marrerxi. That would be for the mill. 
Mr. McCuttoon. Mr. Chairman, would you further enlighten me 
by what you mean by the dealer? Is that the feed dealer? 
‘Mr. Marrety. The feed dealer, yes. 
Mr. Brown. In other words, this would read: 


This policy insures the interests, if any, of the John Doe Feed Store, 
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Mr. Marre. No. The interests, if any, of the mill and dealers of 
the mill. 


Mr. Brown (reading) : 

* * * such poultry feed dealers of XYZ Feed Co. as may be endorsed hereon as 
additional assureds— 

Mr. Marretu. That is right. 

Mr. Brown. Now, at that point, this policy was signed—would be 
signed—by a representative of the company. 

Mr. Marretz. Right. 

Mr. Brown. And from whom would you receive the premiums? 

Mr. Marre.yi. We would receive the pemiums from that represent- 
ative who would be a licensed agent. 

Mr. Brown. From whom would he receive the premium payments? 

hi Marre... He would receive it direct from the dealer or the feed 
mill. 

Mr. Brown. From the feed mill ? 

Mr. Marrett. Yes. 

Mr. Brown. Why would it be the feed mill ? 

Mr. Marre. Well, because the feed mill would arrange the insur- 
ance for the dealer. 

Mr. Brown. Would you classify them as the primary. assured ? 

Mr. Marretu. The mill? 

Mr. Brown. The mill. 

Mr. Marrett. Yes asa primary assured. 

Mr. Brown. Insofar-as the impairment, the feed mill was the pri- 
mary assured. 

Mr. Marretr. I should add to that the feed mill and the dealer 
because the policy was endorsed to also make the dealer an assured 
under the impairment coverage. 

Mr. Brown. Under your interpretation, you link them together, the 
feed mill and the dealer ? 

Mr. Marretyi. We do because they have a common interest in the 
venture, ; 

Mr. Brown. The extension endorsement to this policy in clause 1 
reads: 

In consideration of the rate charged, this policy is extended to cover the in- 
terest of any assured hereunder against impairment caused by loss, damage, 
or disease to the chicks otherwise insured hereunder— 
for loss by fire, flood, windstorm, earthquake, and so forth—I inserted 
that— 


occurring during the term of this policy, from any cause. 


Mr. Marretu. Yes. 
Mr. Brown. In section 3, it reads: 


In the event of loss, damage, or disease to chicks, the interest of which is in- 
sured hereunder; it is understood and agreed that the amount of liability of this 
company as respect losses arising from any one flock shall be limited to 80 percent 
of the difference between the actual cost of production as hereinafter defined 
and the amount realized from subsequent sale of the remaining birds, if any, or 
from insurance proceeds, hatchery allowances, or other recoveries. 


Section 4 reads: 


Tt is further understood and agreed that the liability of this company under 
this policy sball in no event exceed an amount equal to $0.75 times the number 
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of birds started in the flock, nor $25,000 on the premises of any one grower, 
unless. notification in writing is made to the company and an endorsement 
issued hereunder. 


Clause 5 reads: 


The term “Actual cost of production” as used herein shall mean a total of the 
following : 

(a) The wholesale cost of chicks ; 

(b) The wholesale cost of medicine and vaccine, if any; 

(ec) The wholesale cost of feed, grain and grit, plus $3 per ton ; 

(d) The cost of insurance under this policy; 


(e) The minimum guaranty paid the grower, but not exceeding $0.05 per 
started chick. 

Mr. Marretu. Yes. 

Mr. Brown. Now, under that, am I interpreting it correctly that if 
I had 1,000 birds, and assuming that my actual cost of those birds— 
and this is an assumption-—were 16 cents per pound, or, on a 3-pound 
bird, 48 cents per bird—-would I be insured for 80 percent of the 1,000 
times 48 cents, or $480? That is, 80 percent of any loss incurred ? 

Mr. Marreiyi. You would, if there were loss or damage or disease 
to the chicks. 

Mr. Brown. Assuming that I just lost, say, 100 birds of the 1,000 
and yet, the market was such that I didn’t realize my actual cost of 
production from the remaining 900, how would you calculate the 
loss ? 

Mr. Marrety. Well, would you restate that, sir, so I ¢an put it 
down? 

Mr. Brown. If I started 1,000 chicks, I lost 100 by disease or other 
impairment; I have 900 left; my cost of production was 16 cents. 

Mr. Martreii. What did they sell for? 

Mr. Brown. Fourteen cents. 

Mr. Marretr. Fourteen cents. You would, first of all, have a total 
loss of 100 chickens, wouldn’t you? 

Mr. Brown. Yes, sir. 

Mr. Marrrii. On the balance, you would have a loss of 2 cents a 
pound per chick ? 

Mr. Brown. Yes, sir. 

Mr. Marreii. After deduction, you would collect 80 percent. 

Mr. Brown. Of the 2 cents per pound market loss? 

Mr. Marreti. That is right, and of the hundred that was lost as a 
result of disease. 

Mr. SHrenan. Would the gentleman yield for a moment? 

Mr. Brown. Yes. 

Mr. Surenan. Does your figure take into account the 5 cents they 
are talking about per bird per pound ? 

Mr. Marretx. The chairman has stated that the 16 cents was the 
cost of the chickens. 

Mr. Sueenan. That is why I am asking if he has taken that into 
consideration. 

Mr. Brown. Yes, sir. 

That is, under the terms of this act for cost of production. 

Now, you say you insured less than 4 percent of the broilers raised ? 

Mr. Marreti. Approximately, Mr. Chairman. I am going by 
records that were available to me when I left. ; 
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Mr. Brown. I derive from the general tenor of your statement, Mr. 
Martell, that the company’s experience with this experiment was not 
too happy. ' 

Mr. Marrett. It was very bad, Mr. Chairman. 

Mr. Brown. Could you give the committee an estimate on the ratio 
of losses paid to premiums received ? 

Mr. Marrety. Well, it was approximately 4-to-1. 

Mr. Brown. In other words, losses were four times greater than 
premiums received ? 

Mr. Marreti. Yes. 

Mr. Brown, I notice a second endorsement on this policy specimen 
that wassent tous. It reads: 

It is further understood and agreed that as respects said dealer assured, the 
aggregate liability hereunder for all losses insured under the terms of the 
“extension endorsement” attached to this policy shall not exceed— 
that was, in fact, the impairment part 

Mr. Marrety. That is the thing under discussion, yes. 

Mr. Brown (reading) : 
shall not exceed an amount equal to $0.15 times the total number of 
chickens started and insured hereunder—— 

Mr. Marrett. Yes. 

Mr. Brown. Now, do you have any idea what percentage of your 
loss payments were made at the 15-cents-per-bird rate ¢ 

Mr. Marvet. Well, Mr. Chairman, the intention of that was to 
limit our liability without doing any harm to the dealer and after 
research we felt that it gave us something to go on, and yet did not 
harm the dealer. I can truthfully say that, to the best of my recollec- 
tion, no dealer, or no one, suffered because of that limitation per bird. 

Mr. Brown. That really isn’t the point of my question, Mr. Martell. 

Mr. Marrety. I am sorry; I misunderstood. 

Mr. Brown. The point I would like to know is how many people 
on this actual cost of production actually lost 15 cents per bird. 
Would you have any idea what percentage? 

Mr. Marrett. I don’t think anyone did. 

Mr. Brown. Noone did. 

Mr. Marretu. No. 

Mr. Brown. Without revealing any trade secrets, or prying or any- 
thing, I think it is very important in this study, Mr. Martell, your 
experience with poultry impairment insurance has been most helpful 
to the Firemen’s Fund Insurance Co., I am sure. I think your ex- 
perience can be of real help to the industry. 

For instance, if I judge correctly from the figures that you have 
been kind enough to show the committee in confidence, there is an 
indication that your experience, actual payment of production losses, 
indicated that the average grower lost about 8 cents per bird on the 
poultry produced. 

Mr. Marretz. I haven’t stopped to figure it out. I couldn’t an- 
swer that truthfully without checking. 

Mr. Brown. No, per bird. : 

Mr. Marreti. On a 3-pound bird, I can’t confirm that figure, but it 
sounds reasonable. 

Mr. Brown. It sounds fairly reasonable. 

Now, I submit that that is most important because there have been 
so many stories, pro and con, you know, as to how people fared in the 
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poultry industry in 1956. We hear that some of them did well who 
were efficient operators; some of them did poorly who were not so 
efficient, or so big, but here is your company experience in insurance 
against production losses. You insured a pretty’sizable sample, ac- 
tually, and your experience indicates that there was a loss of approxi- 
mately 8 cents per bird ? 

Mr. Marrety. Well, as I say, I haven’t checked it. 

Mr. Brown. You do not write this impairment type insurance now; 
is that correct ? 

Mr. Marrteti. That is correct, sir, for a very good reason. 

Mr. Brown. When did you cease writing it ? 

Mr. Marrety. Last September, 1956. 

Mr. Brown. Was there any other reason for your ceasing writing it, 
other than the loss experienced ? 

Mr. Marre... Well, there was a lot of discussion about getting off 
before that, but that was the most important reason. 

Mr. Brown. Thank you very much, Mr. Martell. 

Mr. McCulloch, do you have any questions ? 

Mr. McCutzocnu. I would like to ask a few questions if I might. 

Mr. Martell, did you write any of this insurance in Ohio? 

Mr. Marret,. Mr, McCulloch, we wrote for mills who had chickens 
all over the Middle West, the South, some in the West. I doubt it, but 
I couldn’t say for certain. 

Mr. McCuttocn. The reason I asked that question is I am interested 
in knowing what insurable interest a mill or dealer has in a flock of 
chickens that I have in Ohio which has been fed feed from a mill or 
dealer which has not been paid for. 

Mr. Marrtety. Well, actually, and I will try to answer that question 
to the best of my ability, the chickens that we insured were turned over 
to a grower under contract. 

Mr. McCoutiocn. The grower didn’t even own the chickens? 

Mr. Marrtetu. No; they were owned either by the mill or the dealer. 

Mr. McCutxocn. Either by the mill or the dealer? 

Mr. Marretx. That is right, and, as I understand it, the grower 
shared in the profit if any. 

Mr. McCuxtiocu. But he owned no right, title, or interest in the 
poultry in question ? 

Mr. Maret. No. 

Mr. McCuttocn. Now, I wonder if you could give for me, in lan- 
guage which is understandable to me, your interpretation of the mean- 
ing of the phrase that you used, “chicken impairment insurance.” 

Mr. Marrecy. It means the impairment of the investment in the 
chickens on the part of the assured. 

Mr. McCutsocn. It might then properly be described as “invest- 
ment impairment” ? 

Mr. Marrett. That could well be, yes. 

Mr. McCut.ocn. Or it might take on at least some of the functions 
of credit insurance ? 

Mr. Marrteti. Yes. I suppose so; yes. 

Mr. McCuttocn. And did it. in effect, insure the mill or the dealer 
for loss or damage by reason of the fact that the poultry when finally 
sold, brought in the market place less than the cost of the feed that 
was fed to the poultry ? 


95697—57—-pt. 1—_——-4 
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Mr. Marreti. That is right, assuming there was loss, damage, or 
disease to the chickens. 

Mr. McCuttocn. Yes, naturally. 

I understood that you answered the chairman to the effect that no 
such insurance has been written with respect to livestock of any kind? 

Mr. Marreci. Not tomy knowledge. 

Mr. McCuttocu.. Nor has your company written in a parallel man- 
ner any such insurance with respect to vegetables that might ‘be 
marketed, grown, and processed ? 

Mr. Marrert. I am fairly certain that hasn’t happened. T am 
pretty positive that it wasn’t written by other departments of our 
company, certainly not by the western department. 

Mr. McCunoci. Again, am I to properly understand that you 
were not insuring the price but, more properly speaking, you were 
insuring the credit which had been extended # 

Mr. Marrett. Yes, 

Mr. Brown. At this point, I would like to ask you for your com- 
ment,on this. There has been a gréat deal of criticism through the 
years from both political parties, many times, about the Government 
insuring farm prices and the farmer against losses by parity price 
supports; that 1t encourages production. Do you feel that this im- 
pairment insurance written by a private company at the request of 
the private feed manufacturers encouraged the pr oduction of broilers? 

Mr. Martett. I do not. 

Mr. Brown. You donot? 

Mr. Marreti. No. 

Mr. Brown. You feel that the insurance against loss, the fact that 
the risk is removed to that extent, to the extent of 80 percent of his 
production loss, does not encourage production ¢ 

Mr. Marrenu. I feel it does not encourage production. 

Mr. McCutocu. I would like to ask another question, or perhaps 
make an observation to you. 

I think perhaps that there might be a difference, might there, not 
in the Government’s activities and i in a private insurance company’s S$ ac- 
tivities, in that the moment you found out that your premiums were 
not going to cover your losses over a period of time, you unceremon- 
iously left the field without let or hindrance? 

Mr. Marreut. That is true, after we have given it a reasonable time 
to succeed. 

Mr. McCuxtocu. I cannot refrain, Mr. Chairman, from saying that 
we in Government sometimes find it difficult to make such decisions 
in many fields, to take effect immediately. 

Mr. Brown. Mr. Roosevelt, do you have any questions? 

Mr. Rooseverr. Ihave a few questions I would like to ask. 

Mr. Martell, in the initial policy, there was the right of subrogation, 


wasn’t there ? , 
Mr. Marreti. There was no right of subrogation under either of 


these forms. 

Mr. Roosevett. Not in the initial policy ? 

Mr. Marteti. You mean in the form we have now ? 

Mr. Roosrvett. The impairment of the collateral. 

Mr. Martett. The initial form, which was written on a small scale. 
It was written: under a chattel.mortgage form. That is correct. 
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Mr. Roosrverr. When you turned over and wrote this extended 
form, that was not included. What caused you to change that policy? 
Mr. Marrett. We didn’t change it.. It was the industry that 
changed it. They discontinued operating under chattel mortgages. 
Instead, it was under a growing contract. 

Mr. Rooseveut. So it was the industry’s 

Mr. Marre. They made the change in the arrangement. 

Mr. Brown. Will the gentleman yield? 

Mr. Roosrvetr. Yes. 

Mr, Brown. Are you,saying there, Mr. Martell, that.the industry 
policy changed from a chattel mortgage on credit advanced to actual 
ownership of the bird? 

Mr. Marretu. That is right. 

Mr. Brown. They went.in the broiler-growing business, is that.what 
you are saying ? 

Mr. Marrs, That, to. the best of my knowledge, is true, yes, sir. 

Mr. Roosrvect. In the formula for describing the term “actual cost 
of production” when the policy was.originally written, what did: the 
company have. in mind in the way of ascertaining the wholesale cost of 
chicks as written here ? 

Mr. Marretz. They had in mind the wholesale cost. of chicks to who- 
ever bought the chicks. 

Mr. Roosrevett. How did you get a report on that? 

Mr. Martety.. How would we! 

Mr. Roosevettr. Yes. 

Mr. Marreii. From their records. That wouldn’t need to be deter- 
mined unless and if you had.a loss. Then you would determine the 
cost of chicks and feeds from their records. 

.{Mx.. Rooseveir.,And:you would accept whatever. their: records 
showed as their total cost? You didn’t spell out how it was arrived 
atin any way, shape or form ? 

Mr. Marreti. From their records, and by a sworn statement that 
is correct. 

Mr. Roosevett. I yield to the chairman. 

Mr, Brown. Right at that point, it would indicate that these feed 
mills and feed dealers who went into the growing of chickens were 
buying their chicks at wholesale cost from the hatcheries—your rec- 
ords would——— 

Mr. Martetyi. That, I can’t tell, how they bought the chicks. 

Mr. Brown. But you would just accept their proof of: purchase? 

Mr. Marretyu. Yes. 

Mr. Brown. For the adjustment of the losses ? 

Mr. Marretu, Yes. And a sworn statement. 

Mr. Brown. And your policy indicated that you were to pay a 
wholesale price on chicks so you would assume by that, I guess, that 
the price they paid was the wholesale price? 

Mr. Marretx. That is correct; yes. 

Mr. Brown. Then it can also be assumed that feed mills and dealers 
got feed at wholesale price? 

Mr. Marrety. Well, yes, because the dealers would get it from the 


mills, and that was the wholesale cost, the price delivered to the dealer 
‘by the mill. 
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Mr. Brown. I just want to make the observation at this point in 
the record that that is quite an advantage over the independent grower 
who has to pay retail price for those items. 

Mr. Martetx. That could well be. 

Mr. McCuttocu. Well, Mr. Chairman, while I have not studied 
this particular question, I am inclined to believe that the hatcheries 
would be bound to sell the same quantity of chickens or poultry, what- 
ever you call young poultry, at the same price to whomsoever came on 
that same basis, or we would probably be running afoul of the Sherman 
antitrust laws. Of course, there are some conditions under which 
there are wholesale prices and so on, but we cannot, without violating 
the law in this country, discriminate between buyers who are similarly 
situated. 

Mr. Marretuz. I hope not, but I can’t answer that question. 

Mr. McCutxocn. I just wanted to make that point. 

I have a couple of other questions, Mr. Chairman, if you are through. 

Mr. Brown. Could I ask one? 

Mr. McCcutxocn. Oh, certainly. 

Mr. Brown. Mr. Martell, if there were a hatchery, hatching its 
own eggs received from breeder flock suppliers, and they also were m 
the business of growing broilers, how, then, would you determine the 
wholesale price of chicks to that hatchery ? 

Mr. Marretu. I don’t know of an instance of that kind, Mr. Chair- 
man, but, then, I did not handle the adjustments. That would be for 
the adjusting department. 

Mr. Brown. Would it be a fair request to ask that you contact 

our adjustment department to see if there was an instance of that 
kind, and ‘how’it was handled ? 

Mr. Marre. I doubt it very much. I will be glad to ask for the 
information. 

Mr. Brown. And if you would, forward it to the committee and we 
will insert it in the record at this point. 

(The material referred to is as follows :) 

FIREMAN’sS FuND INSURANCE GROUP, 
Chicago, IU., May 27, 1957. 
Re problems of the poultry industry. 


Hon. Cuaries H. Brown, 
Chairman, Subcommittee Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

Dear Siz: During the hearing held on Friday, May 10, 1957, you asked the 
question : 

“If there were a hatchery hatching its own eggs received from breeder flock 
suppliers and they also were in the business of growing broilers how then would 
you determine the wholesale price of chicks to that hatchery?” 

I have talked to our loss department and while they have been unable to 
make an examination of every claim because of the great number involved they 
are quite certain that such a situation did not occur in our own experience. 

We trust this is the information required. 


Sincerely yours, 
C. MARTELL, 


Manager, Marine Department. 
Mr. McCvuuzocu. I would like to ask this question, Mr. Chairman. 
Mr. Brown. Certainly. 
Mr. McCutxocn. Mr. Martell, I would like to ask this question. 
What test, if any, did your company apply in providing this insur- 
ance coverage that we are speaking about with respect to size of 
companies ? 
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Mr. Marre... Size of companies ? 

Mr. McCuniocu. That is right. Did you have any rules by which 
you were guided in selecting the people or the mills whom you 
would insure / 

Mr. Marrteu. No, sir. 

Mr. McCutxocu. Now, I am asking some leading questions so that 
we can quickly get to the point. 

Did you insure only the big mills? 

Mr. Marre. No, sir; I think in my statement, I said that we in- 
sured a number of the larger mills and a number of the smaller ones. 

Mr. McCutsocn. If you had been operating in my small town of 
Piqua, Ohio, and there had been a small independent feed mill operat- 
ing there, would you have accepted an application for this insurance 
coverage with the same kindly feeling that you accepted an applica- 
tion from the largest feed manufacturer and distributor in the coun- 
try, if the small company were financially responsible and had the 
same general rating, except as to size? 

Mr. Marreti. We have accepted smaller ones. 

Mr. McCutiocn. You did not, then, discriminate against the small 
feed companies ? 

Mr. Marrett. Not to my knowledge; no, sir. 

Mr. McCuttocu. Do you know whether or not the companies that 
now write this insurance discriminate against the small companies, 
either by choice or by necessity ¢ 

Mr. Marrett. I cannot answer that, Mr. McCulloch, and be truthful 
about it. 

Mr. Brown. Would the gentleman yield? 

Mr. McCutiocu. Yes. 

Mr. Brown, Mr. Martell, while I understand and appreciate the 
availability within the limitations you describe, during this experi- 
ment of this insurance to both the large and the small, would you care 
to indicate what proportion of the total insurance that you wrote was 
in fact to the large feed manufacturers? 

Mr. Martett. I do not have that available, Mr. Chairman. 

Mr. Brown. Would you mind a percentage figure showing in the 
record from the information sup lied to the committee? 

Mr. Marreti. Well, if you will give me your definition of small mill 
and large mill. 

Mr. Brown. I think it would be an industry comparison, the gross 
volume in the industry would indicate it. 

Mr. Marrett. I am afraid I wouldn’t know what is a small mill. 
Of course the large ones are known by name, but I couldn’t tell you 
which are small ones, except by the number of birds that are raised. 
But then you could have a mill where the chicken operation is merely 
a small part. The other feed operations may be very, very large. I 
don’t think that all mills went into the chicken business. 

Mr. Brown. Without attempting to reveal any trade secrets, Mr. 
Martell, with your indulgence, I think it is most important that it show 
in the record at this point in the interest of getting the whole story on 
this poultry situation, that in excess of 70 percent of the losses paid out 
by your company, according to the information supplied to the com- 
mittee, were paid to manufacturers who distribute nationally and are 
generally recognized in the industry as major feed manufacturers. 

Is that correct ? 
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Mr. Marrert. You have that information; I do not. I am sorry. 
That, I believe, came from my head oflice, Mr. Chairman. I could not 
answer that. 

Mr. McCouttocn. In view of that percentage figure, I suppose in 
order to write a completely balanced record, we should have in addi- 
tion the total amount of poultry feed that is marketed in any given 

eriod, or this given period, by all the feed mills in the country. I 
just make that observation. 

Mr: Brown. The Chair agrees that that is important. 

Mr. McCutiocn. One more question and I assure you this will be the 
last one. 

As I understood it previously, your loss experience—some 8 cents 
per bird—was in the time that we were talking about. 

Mr. Marretxu. Well, the chairman had figured it that way. I 
couldn’t confirm it. 

Mr. McCutxocu. I will use the chairman’s figures for the purpose 
of the question. 

Now, if that were the loss per bird, that included not only the price 
at which the poultry was sold, but it included other loss factors as 
well, I take it—disease, death, medicines, and every other thing that 
went into figuring this total loss that you paid ? 

Mr. Marrett. Definitely. Disease loss and so forth. 

Mr. Brown. And those losses: applied to the insured—I mean those 
risks applied to the insured poultry grower as much as to the insured 
feed dealer. 

Mr. Marteti. No; the grower had no interest in our insurance. ‘ 

Mr. Roosrverr. Of the two largest firms receiving loss payments, 
were they previously assureds of the Firemen’s Fund? 

Mr. Marrett. I didn’t hear. 

Mr. Roosrevert. At the time you wrote this new policy, were those 
the two largest firms receiving loss payments—were they also at that 
time assureds of the Fireman’s Fund ? 

Mr. Marretx. They could well be. I am almost certain they were, 
but, again, I can’t give you an accurate answer without a.check. 

Mr. Roosreveit. What I am trying to get at is whether this was sim- 
ply an accommodation policy, written because of the fact that the two 
principals involved got a larger percentage of the total losses; whether 
this was an accommodation to accomplish a purpose which normally 
would not have been written by the company. 

Mr. Martetu. It was not an accommodation. I would say it was 
an experiment we were interested in. 

Mr. Roosrveir. You agree it was rather an expensive experiment? 

Mr. Marrtety. The way it turned out; yes. But the whole chicken 
business has been expensive to everyone. 

Mr. Roosevett. Except a certain portion of the industry, who are 
the assureds under this policy ? 

Mr. Martetu. They stood a loss, Mr. Roosevelt. They stood 20 per- 
cent of practically every loss they had on poultry. 

Mr. Roosevett. Now, you say they stood a loss of 20 percent. But 
in paragraph 5 of the extended coverage, did you not pay them the 
wholesale cost of feed, grain, and grit, plus $3 a ton? 

Mr. Marteitzt. Which was for transportation. 

Mr. Roosevertt.. Which was for transportation ? 

Mr. Martetu. Right. 
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Mr. Roosevett. Is transportation $3 a ton at all times? 

Mr. Marre.u. It was an average cost that was figured out, which 
was the delivery charge from the dealer to the grower. 

Mr. Roosevetr. And the Fireman’s Fund has figures showing this 
was an average cost ? 

Mr. Marrety. It was a flat charge that we arrived at, a reasonable 
charge. 

Mr. Roosrvett. How did you arrive at it? What figures were pre- 
sented to you for you to arrive at it? 

In other words, very frankly, if this is not an actual cost, it recovers 
most of the premium cost. 

Mr. Marretu. It was arrived at as an average transportation charge 
from the records of the feed mills. 

Mr. Brown. At that point, Mr. Martell, I believe you testified that 
in the actual cost of production determination, you figured the whole- 
sale cost of feed, not the manufacturer’s cost, but the wholesale cost, 
the price that the manufacturer sold that feed to his dealer for. 

Mr. Marrext. As of point of delivery, yes. 

Mr. Brown. Now, in line with Mr. Roosevelt’s questions, would 
there be an actual loss of 20 percent to the feed mill when he received 
his full price for his product ? 

Mr. Marre.u. There would be an actual loss, it seems to me, on his 
chicken operation. ; 

Mr. Brown. On his chicken operation, but not in his total ‘overall 
operation ? on 

‘Mr. Marre... We were not in the feed business. I can’t answer that. 

Mr. Brown. Are.there any further questions? 

Mr. McCutiocn. No. 

Mr. Roosrverr. I have none. 

Mr. Brown. Thank you very much, Mr. Martell. We appreciate 
your cooperation. 

Mr. Marretz. Thank you. 

Mr. Brown. At this point in the record, without objection, the 
Chair would like to insert answers to questionnaires prepared by Mc- 
Kinley & Co., speaking for the American Bankers Insurance Co.; 
United States Fire Co.; and the Employers Group Insurance’ Co., in 
which they state their experience with impairment insurance on 
chickens. 

(The material referred to is as follows:) 


McKINLEY & Co., MIAMI, FLA. 


ANSWERS TO QUESTIONNAIRE PREPARED FOR INSURANCE COMPANIES IN CONNECTION 
WitH HEARINGS OF SUBCOMMITTEE No. 6 OF THE SELECT COMMITTEE ON SMALL 
BUSINESS OF THE HOUSE OF REPRESENTATIVES 


1. A very limited form under which we are writing practically no premiums 
and which is being replaced by a form absolutely excluding market losses. 

2. Yes, we did write a policy covering market loss attaching October 1, 1956, 
and replaced January 10, 1957. A list of insureds is attached giving their ad- 
dresses. These policies were issued to millers and dealers were endorsed on 
them. ‘ 

3. The sum total of birds covered under the loss of market policy was 
22,325,553 birds, from October 1, 1956, to January 10, 1957. 

4. Facsimile policies are attached. 

5. Premiums: See attached note. 
6. See attached list of losses paid. 


é. See attached list of unadjusted losses. 
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8. See attached list of assureds to whom adjustments were made in excess of 
$5,000. 
9. We no longer write a so-called impairment policy because we do not con- 


sider it to be a proper subject for insurance and also because of the high loss 
ratio. 


List of insureds 











Name Effective Policy No. 
Ralston Purina Co., 835 South 8th St., St. Louis, Mo-_. | Oct. 1, 1956 SP 1-1139 
Hales & Hunter Inc. and Subsidiaries, 141 W est Jackson Blvd., Cc Caine, Th |. do... | SP 1-1153 
saeey Farms Milling Co., 500 West 138th St., Riverdale, Ill_- eo Coe SP 1-1156 
Peter Hand Foundation 100 West North Ave., Chicago, iil | do_- | SP 1-1159 
Gainesville Milling Co, & Subsidiaries, 435 W est High St., Gainsville, Ga..| Nov. 1, 1956 | SP 1-1194 
Allied Mills Inc., 141 West Jackson Blvd., Chicago, Ill. Oct. 1, 1956 SP 1-1161 
Coe ot Con, Inc. & Subsidiaries, 300 Fort Wayne Bank Building, Fort |___- do... | SP 1-1158 
ayne 
bt Quaker Oats Co. & Subsidiaries, 345 Merchandise Mart Plaza, Chicago, | Nov. 1, 1956 | SP 1-1195 
5th s Laboratories Inc. & Affiliates, 4800 South Richmond Ave., Chicago, f SP 1-1192 
Archer Daniels Midland, 20 West 9th St., Kansas City, Mo____....._.-.-- fi Oct. 1, 1956 SP 1-1162 





Form No. 1 
October 1, 1956 
EXTENSION ENDORSEMENT 

1. In consideration of the rate charged, this policy is extended to cover the 
interest of any Assured(s) hereunder against Impairment caused by loss, dam- 
age or disease to the chicks otherwise insured hereunder, occurring during the 
term of this policy, from any cause. 

2. Under this “Extension Endorsement,” this policy does not insure against 
Impairment of such interest caused by or resulting from: 

(a) Conversion, embezzlement, misappropriation or breach of trust by 
any parties hereto, including any Assured, Grower, Dealer, or any other 
persons, firm, or corporation. 

(b) Any peril that would have been covered under this policy had this 
“Extension Endorsement” not been attached. 

(c) War Risks as set forth in the War Risk Exclusion Clause in the 
printed “Conditions” of this policy. 

3. In the event of loss, damage, or disease to chicks, the interest of which is 
insured hereunder, it is understood and agreed that as respects losses arising 
from any one flock, this Insurance Company will pay 80% of the difference 
between the Actual Cost of Production (as hereinafter defined) and the Amount 
Realized from subsequent sale of the remaining birds, if any, or from insurance 
proceeds, hatchery allowances, or other recoveries. 

4. (a) It is further understood and agreed that the liability of this Insurance 
Company shall not exceed an amount equal to $0.75 times the number of birds 
started in any one flock; 

(b) It is further understood and agreed that the liability of this Insurance 
Company shall not exceed $10,000.00 any one loss, disaster, casualty or event, 
either in case of partial loss, total loss, salvage charges, other expenses, or all 
combined, on the premises of any one “Grower” ; 

(c) It is further understood and agreed that as respects any one Dealer 
Assured, the AGGREGATE ANNUAL LIABILITY hereunder for all losses insured under 
the terms of this “Extension Endorsement” shall not exceed an amount equal to 
$0.15 times the total number of birds started and insured hereunder for the 
account of said Dealer during the year, beginning with the attachment date of 
the original endorsement adding said Dealer as an additional Assured under this 
Policy and ending each anniversary date thereafter, such paid losses to reduce 
the aggregate annual liability each month proportionately ; 

(d) It is further understood and agreed that the total liability of this Com- 
pany under this policy shall in no event exceed $100,000.00 any one loss, disaster, 
casualty or event, either in case of partial loss, total loss, salvage charges, other 
expenses, or all combined. 





entero 
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5. The term “Actual Cost of Production” as used herein shall mean a total of 
the following: 

(a) The wholesale cost of chicks; 

(b) The wholesale cost of medicine and vaccine, if any; 

(c) The wholesale cost of feed, grain, and grit, plus $3.00 per ton; 

(d) Other operational costs paid by Dealer, but not exceeding $0.05 per 
marketed chick, excluding, however, cost of fuel, litter, lighting, mainte- 
nance of premises or equipment, or housing or building costs. 

6. It is a condition of this Policy that the Named Assured shall as soon as 
practicable report to the Insurance Company or to its Agent _..___-__________ 
siecle siieeblaaescilak anon naan , any occurrence or situation of which it has knowledge 
and which in its opinion, may result in a claim under this endorsement. 

7. The conditions contained in this form shall supersede anything contained 
in the printed conditions of this policy insofar as they are at variance therewith. 

Subject otherwise to the terms and conditions of the policy to which this 
endorsement is attached. 

Ba ReseN CL PLAS, CPR ED CT ne meemndodies aaesincdies 


OR CII ne she cs cnnsncto-ns ssid tn eager aa geil adnate: ae ee 
CHICKEN ForM—PRIMARY COVERAGE 

1, (a) This Policy insures the interest, if any, of --..............--.------. 

and ‘such Poultry Feéd Déalers’ of ................--._-..-_-_..- as may be 


endorsed hereon as additional Assured (s), in live chicks owned by such Dealer(s) 
and raised by Grower(s) under contracts or Growing Agreements approved by 
(b) This insurance covers until such interest is terminated or for a period of 
120 days from the date of purchase of such chicks whichever may first occur. 
2. This Policy also insures the interest, if any, of the said Assured(s) in feed, 
grain, grit, medicine, and vaccine incidental to the raising of chicks as above 
defined. 
8. This policy insures against loss or damage to the feed and medicine or 
death of the chicks directly and immediately resulting from : 
(a) Fire and lightning ; explosion ; 
(b) Smoke; 
(c) Windstorm, cyclone, tornado, and hail; 
(d) Earthquake; 
(e) Rioters, strikers, or civil commotion ; 
(f) Food (meaning rising rivers, streams, lakes, or ponds) ; 
(g) Falling aircraft or falling objects from aircraft ; 
(h) Collision or overturn of transporting vehicle; collision with other 
vehicle except those owned or operated by the Assured or Grower or their 
employees. 


4. This policy does not insure against: 

(a) Loss of chicks unless death directly results or is made necessary 
within twenty-four (24) hours of the incidence of damage: 

(b) Loss by freezing, temperature change or humidity change, irrespec- 
tive of a peril insured against ; 

(c) Loss by huddling or piling or because of stampede or fright, whether 
caused directly or indirectly by a peril insured against unless such peril 
comes into contact with the buildings or grounds of the Grower where loss 
occurs ; 

(4d) Loss by blizzard or by rain or snow whether driven by wind or not 
unless the chicks are contained in buildings which buildings shall first have 
sustained an actual damage to the roof or walls by the direct force of the 
wind at the time of loss and then this Company shall be liable only for death 
of chicks contained therein directly and immediately caused by rain or snow 
entering the buildings through openings in the roof or walls made by direct 
action of the wind ; 

(e) Loss of chicks caused directly or indirectly by failure or defect in 
heating unit unless fire outside of such unit ensues and then for loss caused 
by such ensuing fire only or unless by smoke due to a sudden, unusual, and 
faulty operation of any heating unit; 

(f) Loss, if any, at the time of loss, there is any other valid and collectible 
insurance which would attach if this insurance had not been effected; except 
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that this insurance shall apply only as excess, and in no event as contribut- 
ing insurance, and then only after such other insurance had been exhausted ; 

(g) War Risks as set forth in the War Risk Exclusion Clause in the 
printed “‘Conditions” of this policy. 


5. Deductible: 


It is understood and agreed that each claim (separately occurring) shall be 
adjusted separately and from the amount of each such adjusted claim there shall 
be deducted the sum of $25.00: Such deductible shall not apply however to 
claim for loss caused by fire, lightning, explosion, or smoke; or for loss in transit 
insured hereunder. 

6. Limit of liability: 

(a) The liability of this Insurance Company as respects chicks shall not 
exceed the invoice cost to the Grower of the chicks plus the invoice value 
of such feed and medicine as may have been consumed by the deceased 
chicks or otherwise expended in the growing of the deceased chicks between 
the time of delivery to the Grower and the date of loss, but in no event to 
exceed $0.75 per chick. 

(b) The liability of this Insurance Company as respects unconsumed 
feed, grain, grit, medicine, and vaccine shall not exceed the wholesule invoice 
cost of same and in no event more than the wholesale invoice cost of a quan- 
tity of same necessary to feed the insured chicks for a two-week period. 

(c) Notwithstanding the above,.the liability of this Insurance Company 

\: °for chicks, or for unconsumed feed, grain, grit, medicine; and vaccine; or 
{ for both, shall in no event exceed $10,000.00 any one loss, disaster, casualty, 
vu vor event; either in case of partial loss, total loss, salvage charges, other 
expenses, or all combined, on the premises of any one Grower, unless notifi- 
eation in writing is made to the Insurance Company and an endorsement 
issued hereunder. 
ts .(d) ‘It is further understood and agreed that the total liability shall in no 
vs ‘event exceed $100,000.00 any one loss, disaster, casualty, or event; either in 
ease of partial loss, total loss, salvage charges, other expenses, or all) com- 
“ © bimed: 


7. Reports: 


(a) Each Dealer endorsed hereon as an additional Assured agrees to main- 
tain and keep an accurate record of all chicks insured hereunder and to 
report to this Insurance Company or its Agent, on forms provided by this 
Insurance Company, on or before the fifteenth (15th) day of each month the 
total number of such chicks placed with Grower(s) during the preceding 
month and to pay premium thereon at the rate.of $0.015 per chick placed. 

{b)-In the event of loss or damage, this Insurance Company shall be liable 
fer no greater proportion thereof than the total number of chicks reported 
as placed in the last report filed by the Dealer Assured prior to the loss bears 
to the actual total number of chicks placed during the month for which such 
report was made. 

(ec) All records pertaining to this insurance shall at any reasonable time 
during the term of this policy and for twelve (12) months thereafter, be 
open to inspection by any duly authorized representative of this Insurance 
Company. 


8. Report of loss: 


. In the event of loss, the Dealer Assured agrees to immediately report such 
loss to the Insurance Company or its authorized Agency, and IN THE EVENT SUCH 
LOSS INVOLVES MORE THAN 100 cHIcKsS, The Dealer Assured agrees to retain all 
dead birds for a period of three (3) days after such notice of loss (unless such 
retention shall violate any law, ordinance, or government health regulation) 
and to produce them for inspection at any reasonable time, during such period 
of three (3) days, upon demand of any duly authorized representative of this 
Insurance Company. In the event the dead chicks are not inspected within the 
said period of three (3) days, the Dealer Assured agrees. to have them counted 
in the presence of two disinterested parties before being disposed of. 


9. Cancellation: 


This policy may be cancelled by either party by giving fifteen (15) days notice 
in writing; provided, however, that with respect to Chicks reported prior to the 
effective date of cancellation; this insurance shall continue in force until the 
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chicks are marketed, but for a period not exceeding 120 days from date of pur- 
chase of such Chicks. 

10. The conditions contained in this form shall supersede anything contained 
in the printed conditions of this policy insofar as they are at variance therewith, 

All other terms and conditions remain unchanged, 

Attached to and forming part of Policy No. -.----.--------~.-.-...i-..-.«-=+ 
OB Sern accent ee Se ee edad daaaiaas 


CHICKEN FoRM—PRIMARY COVERAGE 


Ll. \(3'} Shie' Paticy insured the Miers, bP AUY, OC momennceeeg<-erecenneaeeoo= 
UAE’ ENCE, FP OALILE 7. OI TOI, IE, ce ienisecg et vtdiereeerenah eam ee nena eee 
as may be endorsed hereon as additional Assured(s), in live chicks owned by 
such Dealer’s and raised by Grower(s) under Contracts or Growing Agreements 
CC OE or pong coos nce wen sn an min oeicten not -vatennetieumeeaer naman aa ainda 

(b) This insurance covers until such interest is terminated or for a period of 
90 days from the date of purchase of such chicks whichever may first occur, 
including coverage while being delivered to Grower’s premises. 

2. This Policy also insures the interest, if any, of the Assured(s) in feed, 
grain, grit, medicine and vaccine, or sanitary products incidental.to the raising 
of chicks as above defined, but excluding while on or in Assured(s) ‘premises for 
storage purposes prior to delivery to Grower(s) premises. 

3. This Policy insures against loss or damage to’ the feed and medicine or 
death of the chicks directly and immediately resulting from— 

(a), Fire and lightning, explosion; 

(b) Smoke; 

{c) W indstorm, cyclone, tornado, and hail; 

(d) Earthquake; 

(e) Flood (meaning rising rivers, streams, lakes, or ponds) ; or surface 
water due to torrential rainstorms ; 

(f) Falling aircraft or falling objects from aireraft ; 

(g) Collision or overturn of transporting vehicle; ,collision with .other 
vehicle except. those owned. or operated by the Assured:or Grower or-their 
employees. 


4. This policy does not insure against— 


(a) Loss of chicks unless, death directly results or is made necessary 
within twenty-four. (24) hours.of the incidence of damage; 

(b) Loss by freezing, temperature change or humidity change, unléss as 
the résult of a peril insured against; 

(ec) Loss by huddling or piling or because of stampede or fright, whether 
caused directly or indirectly by a peril insured against unless such peril 
comes into contact with the buildings or grounds of the Grower where loss 
occurs ; 

(ad) Loss by blizzard or by rain or snow whether driven by wind or not 
unless the chicks are contained in buildings which buildings shall first have 
sustained an actual damage to the roof or walls by the direct force of the 
wind at the time of loss and then this Company shall be liable only for 
death of chicks contained therein directly and immediately caused by rain 
or snow entering the buildings through openings in the roof or walls made 
by direct action of the wind; 

(e) Loss of chicks cause directly or indirectly by failure or defect in 
heating unit unless fire outside of such unit ensues and,then for loss caused 
by such ensuing fire only or unless by smoke due to a sudden, unusual, and 
faulty operation of any heating unit; 

(f) Loss, if any, at the time of loss, there is any other valid and collect- 
ible insurance which would attach if this insurance had not been effected, 
except that this insurance shall apply only as excess, and in no event as 
contributing insurance, and then only after such other insurance had been 
exhausted ; 

(g) War Risks as set forth in the War Risk Exclusion Clause in the 
printed “Conditions” of this Policy. 

(h) Death due to shortage of food. 

(i) This Policy excludes claims or liability arising directly or indirectly 
from nuclear fission, nuclear fusion, or radioactive contamination. 
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5. Deductible: 


It is understood and agreed that each claim (separately occurring) shall be 
adjusted separately and from the amount of each such adjusted claim there shall 
be deducted the sum of $25.00. Such deductible shall not apply, however, to 


claim for loss caused by fire, lightning, explosion or smoke, or for loss in transit 
insured hereunder. 


6. Limit of liability: 


(a) The liability of this Insurance Company as respects chicks shall not 
exceed the actual invoice cost to the Grower of the chicks plus the actual 
invoice value of such feed and medicine as may have been consumed by the 
deceased chicks or otherwise expended in the growing of the deceased chicks 
between the time of delivery to the Grower and the date of loss, but in no 
event to exceed $.75 per chick. 

(b) The liability of this Insurance Company as respects unconsumed feed, 
grain, grit, medicine, and vaccine shall not exceed the actual invoice cost of 
same plus 10% additional for labor and in no event more than the actual 
invoice cost of a quantity of same necessary to feed the insured chicks for a 
two-week period. 

(c) Notwithstanding the above, the liability of this Insurance Company 
for chicks, or for unconsumed feed, grain, grit, medicine and vaccine, or for 
both, shall in no event exceed $25,000 any one loss, disaster, casualty, or 
event, either in case of partial loss, total loss, salvage charges, other ex- 
penses, or all combined, on the premises of any one Grower, unless notification 
in writing is made to the Insurance Company and an endorsement issued 
hereunder. 

(d) It is further understood and agreed that the total liability of this 
Company under Primary Coverage shall in no event exceed $250,000 or three 
times the actual premiums paid by the insured under this Policy, whichever 
is greater. 


7. Reports: 


(a) Each Dealer endorsed hereon as an additional Assured agrees to 
maintain and keep an accurate record of all chicks insured hereunder and to 
report to this Insurance Company or its Agents, on forms provided by this 
Insurance Company, on or before the fifteenth (15th) day of each month the 
total number of such chicks placed with Grower(s) during the preceding 
month and to pay premium thereon at the rate of $.015 per chick placed. 

(b) In the event of loss or damage, this Insurance Company shall be 
liable for no greater proportion thereof than the total number of chicks 
reported as placed in the last report filed by the Dealer Assured prior to 
the loss bears to the actual total number of chicks placed during the month 
for which such report was made. 

(c) All records pertaining to this insurance shall at any reasonable time 
during the term of this policy and for twelve (12) months thereafter, be open 
to inspection by any duly authorized representatives of this Insurance 
Company. 


8. Report of loss: 


In the event of loss, the Dealer Assured agrees to immediately report such 
loss to the Insurance Company or its duly authorized Agency, and in the event 
such loss involves more than 100 chicks, the Dealer Assured agrees to retain 
all dead birds for a period of three (3) days after such notice of loss (unless 
such retention shall violate any law, ordinance, or government health regulation) 
and to produce them for inspection at any reasonable time, during such period of 
three (8) days, upon demand of any duly authorized representative of this 
Insurance Company. In the event the dead chicks are not inspected within the 
said period of three (8) days, the Dealer Assured agrees to have them counted 
in the presence of two disinterested parties before being disposed of. 


9. Cancellation: 
This policy may be cancelled by either party by giving fifteen (15) days notice 


in writing, provided, however, that with respect to chicks reported prior to the 
effective date of cancellation, this insurance shall continue in force until the 
chicks are marketed, but for a period not exceeding 120 days from date of 
purchase of such chicks. 

10. The eonditions contained in this form shall supersede anything contained in 
the printed conditions of this Policy insofar as they are at variance therewith. 
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All other terms and conditions remain unchanged. 
Attached to and forming part of Policy No, :— 


EXTENSION ENDORSEMENT 


1. In consideration of the rate charged, this policy is extended to cover the 
interest of any Assured(s) hereunder against physical loss, damage, or disease 
to the chicks otherwise insured hereunder, occurring during the term of this 
Policy, from any cause. 

2. Under this “Extension Endorsement,” this Policy does not insure against 
loss of such interest caused by or resulting from: 

(a) Conversion, embezzlement, misappropriation or breach of trust by any 
parties hereto, including any Assured, Grower, Dealer, or any other persons, 
firm or corporation, or selling agents or Commission firms. 

(b) Loss of market, except when such loss of market is a direct result of 
disease, bruising or other actual physical damage to the chicks insured 
hereunder. 

(c) Any loss or damage caused directly or indirectly by strikes, riots or 
civil commotion. 

(d) Any loss caused by or claimed to be caused by a product sold, manu- 
factured or prepared by any of the insured(s) (Miller or dealer(s) ). 

(e) The destroying of any chicks herein insured on the order of the Fed- 
eral or any civil authority as a result of being in an area or otherwise where 
a diseased flock may have been exposed to any contagious or communicable 
disease; however, this clause shall not inelude claims for destruction of a 
part of a flock or the remainder of a flock, a part of which may have died as 
a result of such disease. 

(f) This Policy does not cover loss or damage to the property insured 
occasioned by war, invasion, hostilities, acts of foreign enemies, civil war, 
rebellion, insurrection, military or usurped power or martial law or confisca- 
tion by order of any Government or public authority, or by any weapon of 
war employing atomic fission or radioactive force whether in time of peace 
or: war. 

8. In the event of loss, damage, or disease to checks, the interest of which is 
insured hereunder, it is understood and agreed that as respects losses arising 
from any one flock, this Insurance Company will pay 80% of the difference 
between the Actual Cost of Production (as hereinafter defined) and the Amount 
Realized from Subsequent Sale of the remaining birds (as hereinafter defined), 
if any, or from insurance proceeds, hatchery allowances or other recoveries. 

4. (a) It is further understood and agreed that the liability of this Insurance 
Company shall not exceed an amount equal to $.75 times the number of birds 
started in any one flock. 

(b) It is further understood and agreed that the liability of this Insurance 
Company shall not exeeed. $25,000 any one loss, disaster; casualty or event, either 
in case of partial loss, total loss, salvage charges, other expenses, or all com- 
bined, on the premises of any one “Grower”. 

(c) It is further understood and agreed that the liability of this Insurance 
Company is warranted free from losses under $25.00. 

(d) It is further understood and agreed that the aggregate total liability of 
this Company under this Endorsement shall in no event exceed three times the 
actual premium paid by the insured from January 1, 1957, to date of loss. It is 
further agreed that after December 31, 1957, the maximum aggregate total 
liability of this Company in any consecutive twelve months period shall in no 
event exceed 300% of the total premiums reported for the same twelve months 
period. 

5. The term “Amount Realized from Subsequent Sale” as used herein shall 
mean the actual sales price paid the Assured at the time the remaining flock is 
sold at market, to processors or other parties, however, at no time shall the 
actual sales price per pound (including substandard condition or down grading), 
for the purpose of this insurance, be considered less than fifteen cents ($.15) per 
pound, or less than the daily average sales price quoted by other markets, proces- 
sors or other parties or statistical bureaus in the same vicinity or area on the 
date the involved floek is marketed, whichever is greater. 

G. The term “Actual Cost of Production” as used herein shall mean a total of 
the following : 

(a) The actual invoice cost to Dealer of chicks, not to exceed $.12 per 
chick. 
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(b) The actual invoice cost to Dealer of medicine and vaccine or sanita- 
tion products actually consumer, if any; 

(c) The actual invoice cost to Dealer of feed, grain and grit actually con- 
sumed, plus $3.00 per ton, but not in excess of $100.00 per ton, all costs 
combined ; 

(d) Other operational costs paid by the dealer in the proportion that any 
loss as arrived at bears to the total cost of production (as arrived at in 6 (a), 
(b) and (c) above) multiplied by $.05 times the number of marketed chicks. 

7. It is a condition of this Policy that the Named Assured shall within 15 
days report to the Insurance Company or to its Agent, _-____-._-_-_________ 
any occurrence or situation of which it has knowledge and which in its opinion, 
may result in a claim under this Endorsement. 

8. The conditions contained in this Endorsement shall supersede anything con- 
tained in the printed conditions of the Policy to which this Endorsement is 
attached. 

Subject otherwise to the terms and conditions of the Policy to which this 
Endorsement is attached. 

Attaching to and forming part of Policy No. -..----_--.-~.--1.-----_____ 


a a iain baecsiasiinninere 
Form No. 3 
CHICKEN FoRM—DOUBLE INTEREST 
1. (a) This policy insures only the interest of...._-_____-_-_______ and such 
I a BRIE IE, certain eiwarshn arth mice as may be endorsed hereon as 


additional Assureds, in live chicks owned by such Dealers and raised by Grow- 
er(s) under contracts or Growing Agreements accepted by the Assured or such 
additional named Assureds as endorsed hereon. 

(b). This insurance covers until such interest is terminated or for a period of 
90 days from the date. of purchase of such chicks whichever may first occur, in- 
cluding coverage while being delivered by the assured dealer to the premises of 
the grower. 

2: This policy also insures. the interest, if any, of the said Assureds in feed, 
grain, grit, medicine and vaccine, or sanitary products incidental to the raising 
of chicks as above defined, but excluding while on or in Assureds premises, 

3. This policy insures against direct loss or damage to the feed and medicine 
or death of the chicks directly and immediately resulting from: 

(a) Fire and lightning ; explosion ; 

(b) Smoke; ' 

(c) Windstorm, .cyclone, tornado, hurricane, blizzards, rain, sleet, snow, 
or hail; 

(d) Earthquake; 

(e) Flood (meaning rising rivers, streams, lakes, or ponds); or surface 
water due to torrential rainstorms; 

(f) Falling aircraft or objects falling therefrom ; 

(g) Collision or overturn of a.transporting conveyance; theft of an entire 
load ; 

(h) Smothering, drowning or freezing, if caused by any of the perils 
specified above, power interruption caused by such perils; 

(i) Sickness and/or disease ; 

(j) Predatory Birds or Animals. 


4. This policy doés not insure against: 

(a) Loss of chicks caused by perils (a) through (h) unless death directly 
results or is made necessary within twenty-four (24) hours of the occurrence 
of one of the specified perils. 

(b) Any loss unless the chicks are contained in buildings which are ap- 
proved as proper construction for growing chicks. 

(c) Loss of chicks caused directly or indirectly by failure or defect in 
any heating unit unless fire outside of such unit ensues and then only for 
such loss caused by such ensuing fire; 

(d) Loss, if any, at the time of loss, if there by any other valid and col- 
lectible insurance which would attach if this insurance had not been effected, 
except that this insurance shall apply only as excess, and in no event as 
eontributing insurance, and then only after such other insurance had been 


exhausted ; 





~ 
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(e) Loss by theft, except while in transit (as per 3 (g) above; or by mys- 
terious disappearance or other unaccountable shortage ; 

(f) Loss caused directly or indirectly by any source, unit, machine or 
project employing the use of atomic fission, atomic energy or radioactive 
force. 

(zg) Loss caused by the administration of substandard, tainted, spoiled or 
otherwise defective feed, grain, grit, medicine, vaccine or other products 
incidental of the raising of chicks. 

(h) Loss caused directly or indirectly by: (1) Hostile or warlike action 
in time of peace or war, including action in hindering, combating or de- 
fending against an actual, impending or expected attach, (a) by any govern- 
ment or sovereign power (de jure or de facto), or by any authority main- 
taining or using military, naval air forces; or (b) by military, naval,or 
air forces: or (c) by an agent of such government, power, authority, or 
forces; (2) Any weapon of war employing atomic fission or radioactive 
force whether in time of peace or war; (3) Insurrection, rebellion, revolu- 
tion, civil war, usurped power, or action taken by governmental authority 
in hindering, combating or defending against such an occurrence, seizure.or 
destruction under quarantine or risks of contraband or illegal transportation 


or trade, ! 


. Deductible: 


(a) It is understood and agreed that each claim (separately occ aretha) 
unless caused by sickness and/or disease shall be adjusted separately and 
from the amount of such adjusted claim there shall be deducted the sum of 
such deductible shall not apply, however, to claim for loss caused by fire, 
lighting, explosion, or smoke, or for loss in transit while insured hereunder. 

(b) It is agreed that from the number of chicks involved in each loss, 'of 
the total number of chicks started shall be deducted. This deduction is to 
be applied to the earliest applicable increment as stated below. 

(c) It is understood and agreed that each claim for sickness and/ér 
disease shall be adjusted within 15 days after receipt by this Company of 
all completed loss documents following the sale of any insured flock. 


Limit of liability: 


(a) On chicks this Company’s liability shall be limited to the purchase 
price, not to exceed ___-_---.---~ of each chick plus an increment computed 
aS follows from date of ‘hateh (less any part of such increment accrued 
prior to date of purchase ;) 

(b) The Liability of this Insurance Company as respects unconsumed 
feed, grain, grit, medicine, and vaccine shall not exceed the actual invoice 
cost to the dealer of same plus __--_~ additional for labor and in no event 
more than the actual invoice cost of a quantity of same necessary to feed 
the insured chicks for a two-week period. 

(c) Notwithstanding the above, the liability of this insurance company 
for chicks or for unconsumed feed, grain, grit, medicine, and vaccine, or for 
both, shall in no event exceed any one loss, disaster, casualty, or event 
either in case of partial loss, total loss, salvage charges, other expenses,.or 
all combined, on the premises of any. one grower, unless notification’ in 
writing is made to the insurance company and an endorsement issued 
hereunder. 

(d) It is further understood and agreed that the liability of this com: 
pany under this policy shall in no event exceed any one loss, disaster, 
or casualty. 

Reports: 


(a) Each Dealer, endorsed hereon as an additional Assured agrees to 
maintain and keep an accurate record of all chicks insured hereunder an? 
to report to this Insurance Company, or its agent, in forms provided by thi 
Insurance Company, on or before the fifteenth (15th) day of each month the 
total number of chicks placed with Grower(s) during the preceding month 
and to pay premium thereon at the rate of per chick, placed. 

(c) In the event of loss or damage, this Insurance Company shall be 
liable for no greater proportion thereof than the total number of chicks 
reported as placed in the last report filed by the Dealer Assured prior to the 
loss bears to the actual total number of chicks placed during the month for 
which such report was made. 
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8. Report of loss: 

In the event of loss, the Dealer Assured agrees to immediately but in no event 
later than 15 days report such loss to the Insurance Company or its duly author- 
ized Agency, and in the event such loss involves more than 100 chicks, the Dealer 
Assured agrees to retain all dead birds for a period of three (3) days after such 
notice of loss (unless such retention shall violate any law, ordinance, or govern- 
ment health regulation) and to produce them for inspection at any reasonable 
time, during such period of three (3) days, upon demand by any authorized 
representative of this Insurance Company. In the event the dead chicks are not 
inspected within the said period of three (3) days, the Dealer Assured agrees 
to have them counted in the presence of two disinterested parties before being 
disposed of. 

9. Any claim which is proven fraudulent shall void any payment due here- 
under. Conversion, embezzlement, misappropriation by any parties hereto, in- 
eluding any assured, grower, dealer, or any other person, firm or corporation 
shall void any portion of this contract applicable to the aforementioned. 

10. Cancellation: 

This policy may be cancelled by either party by giving fifteen (15) days 
notice in writing: Provided, however, That with respect to chicks reported 
prior to the effective date of cancellation, this insurance shall continue in force 
until the chicks are marketed, but for a period of not exceed 90 days from date 
of purchase of such chicks. 

11. Reeords: 

Each Assured under this Policy agrees to keep and maintain accurate records 
on a day by day basis, on each flock of chicks insured under this Policy. This 
and all other records pertaining to the insurance shall at any reasonable time, 
during the term of this Policy, and for twelve (12) months thereafter, be open 
to inspection by any duly Authorized representative of this Insurance Company. 

12. It is hereby understood and agreed that this policy shall not be written in 
the States of Arkansas and California. 

The conditions contained in this form shall supersede anything contained 
in the printed conditions of this Policy insofar as they are at variance therewith. 

All other terms and conditions remain unchanged. 


Attached to and forming part of Policy No. .-..........._._..______ of the 
Seeded neptnckaaaranie piaoenpras Insurance Company. 


- 


Chicken losses presented 


Jan. 10 Jan. 10 























| 
Assured | October | November | December | (prior) (sub- | Total 

| | sequent) | 
— | | —___|--___ — 
Ralston Purina Co.._---- _...-| $35, 780.73 | $62, 748.48 | $46,620.36 | $7,342.00 |... -._.- _| $152, 491. 57 
Central Soya-- .--| 29,072.09 9, 328.34; 2,151. 28 | 1, 324.31 |_-- Santen 41,876. 02 
Peter Hand Foundation. ____. 165,021.03 | 54,312)81 | 52, 496. 66 5, 075. 67 $497.85 | 277, 404.02 
Arcady Farm Milling Co-.--- 8, 830. 50 7, 435.48 | 10, 692. 06 Sk dide We bbls bdib ebb hsed 26, 958. 04 
Quaker Oats Co. abbas ~—Feakeapa $4 52.78 | 2, 986. 31 ; enh de . 2, 989. 09 
Dawes Laboratories....._.. _- Minto oneegl, - OND 1h) Joe 3, 250. 64 2, 746. 63 9, 187. 02 
NE iliac tnwcefoarsascaccec] 161. 26 | aaa 161. 26 
Hales & Hunter_.....-..._- 6, 481. 07 6,721.68 | 2, 201.53 921.75 |...........-| 16,416.08 
Staley Milling Co-_-_.-..-__-- j------------] 2,122.12 | 2,900.96} 632.08 |............| 5,855.11 

| — 

Os Secnncen-cetenoe-| Sah, IOS “144, 522. : | 121, 639.27 | 18, 446.40 “wala 533,038. 16 


Chicken premiums reported against policies written prior to Jan. 

a ah ar ata i Seren cnet oua caine ice reg gicn sn de eae omne great ete me $334, 882. 99 
Chicken premiums reported against policies written subsequent to 

I A dasub ta racerercetardeie ates shipmninpheiurnp spines 8, 780. 25 
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Chicken losses paid 
Assured : 
Ralston Purina Co. accounts 
Bille Farm - Center=.=<cccccaccccaccsccccanacsasnnestsdiiice 
Holagrefe- Hatehery «i <asccctncccnsssuscsnssantsinloubend 
Turlock Feed & Farm. .------- LD shaban thbnntntebbdbi Sunil. 
CRE Be C0 os ak sein ceca eng na acasein ange aan 
©. B~ Geet x <nc2.<cateananecudddnescncdsudnandabeaenuak 
Cc. C. Rice 
Feed Barn 


ee ee we ee ee oe ee ee ee wm 0 ee ee ee ee ewe 


E. D. Riley 
Routh Poultry 
Zia = a oceanic etaieeeaiide 
Bartley’s Store 
SR Oe I a oainn teh cacenccitipnec ened el eeasnnestiotaieceanmabninalaaendaant 
Peter Hand Foundation account: 
CS, (B.  TROka cca fcincebdsacunniaa tees 
Berlin Milling Co 
Morris Hatchery 
PONE UR I I asad. ne cies Secrets temiensdstilblidinsciepaineantniale tinea 
Central Soya Co. account: 
CORED DLE GE SIGIR Cred l chrnesenbclacdecennenhimiycadiaied 
A. th. SOR CO... 
Joe Roy, Ine 
Arcady Farms: 
Co By 5 I as sie sine tment eeaanniiicail aide tani 
OR ee ee ee ee ES 
SS. Cy ROG Goss cs. 
Allied Mills: 
Marshall : Dar btm 2 isucci nig Set ce wes LGL ED srins pieeigen barnarbnnanbbedameshitathe 


NN, ari dice wis sciences ctnsnicints ew sccate ennai sain ie 


CHICKEN LOSSES, $5,000 AND OVER, PAID 

Ralston Purina Co.: 
S Di Riler Ob.0.6 ae heh bina 
Goléhint Poul ya. 2240220. 226.8b tidied diel 
SOE TROT, TG rcnioneancen 


CHICKEN LOSSES, PRESENTED BY DEALERS, $5,000 


Ralston Purina Co.: 
Aaron Feed Co 
E. G. Arnold & Co 
Colonial Poultry 
NO MC, aaa ans css essence cused cies eaoniatnies agen ado gg ee aeleidaeies mae 
Green’s Shamrock Hatchery 
Fioiterete * Matemersy—— 22 - e eiad 
7. ae ee 
Turlock Farms___ ~~ ee ge te rh None sty ANN BD eee 
Webb’s Feed & Supply__-_-----_--~- 

Central Soya Co.: 
rumen weea & rummy... .o2- 4265. 
A a a ee ae a eT RENEE be By eT Se het 

Peter Hand Foundation: 
Anderson Grain_- 
serlin Milling Co 
BEOU TIE SEONG F ieee cal aac nce c enon sao aaa aii 
Murray’s Feed Service 
©. Bs. De ido iin etree mm ancnsldian nba ae 
i is i a ee ee RE A ee eee 
Pasmneer Feeds. eee ee eee ee ee 
SWE: See Onn once ondeip an tence nageeneeeeae 
Texas’ Pirme -Proguce. shee Sah ee es 
SNe CO Ts adi ec cnc dreidetin tne nettle netha thas eweidenae 1 
Rodney Feed Co 


95697—57—pt. 1——-5 
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Total 


$586. 
3, 878. 
861. 
900. 


715. 


408. 
738. & 


858. 
1, 307. 


23, 382. 


663. 


788, 


321. 


398. 


1, 257 


799, 
1, 863. 
92. 


239. 


1, 271, 
12, 965. 


65, 481. 


23, 382. 


5, 858. 


D, 
12, 965. 


5, 453. 
10, 182. 


32, 586. 
9, 978. 


6, 074. 


13, 833. 


24, 730. 


6, 679. 


7, 455. 


6, 964. f 


20, 480. 


22, 877. 
5, 895. 


16, 083. 
19, 471. 


S, SOB. 
10, 690. 


9, 820. : 


9, S78. 
30, 271. 


14, 706. 


11, 967. 


12 
87 
22 
95 
80 


Oo” 


65 


98 
51 


65 


42 
77 
71 
28 
29 
69 
13 
95 


46 


xo 


AG 


OF 
O08 
08 
19 
62 
40 


yo 


5) 
16 
1 en) 


20 
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CHICKEN LOSSES, PRESENTED BY DEALERS, $5,000—continued 


Arcady Farms Milling Co.: 


inte Sasi enbeivimin ris ne a dane iaegsd $6, 302. 31 
a a le isis wash Gb mrann isvab land Owen Bectalined 12, 710. 61 
Dawes Laboratories: L. H. Chessler & Co_-.--_----.-----------~.- 5, 936. 38 
Hales & Hunter: 
I a sind meant dep baid 6, 281. 82 
I ci nee esneauwealends 5, 606. 39 


Unitrep STATES FIRE Co. 


QUESTIONNAIRE PREPARED FOR INSURANCE COMPANIES IN CONNECTION WITH HEAR- 
INGS OF SUBCOMMITTEE No. 6 OF THE SELECT COMMITTEE ON SMALL BUSINESS OF 
THE HOUSE OF REPRESENTATIVES 


1. Do you presently write a policy of insurance which in any way covered 
market losses of poultry? 

Yes ; but cancellation notice has been sent on only outstanding policy. 

2. If you do not presently write such a policy, please indicate whether you 
have done so in the past, giving the date of first offering and the names of all 
insured, including addresses, whether said policies were issued directly or 
indirectly, such as in the case of dealer-owned birds. 

Yes. First undertaking was November 30, 1955. 

E. G. Arnold & Co., DeKalb, Tex. 
O. L. Cooper & L. M. Gardner, doing business as Brazos Feed & Supply Co., 

Waco, Tex. 

Dave Johnston, S. M. Ford, and W. A. Brookshire, doing business as Brookshire 

& Johnston Farm Supply, Tyler, Tex. 

Clarksville Feed & Supply Co., Clarksville, Tex. 

Donald H. Clayton, doing business as Clayton Feed Supply, Rusk, Tex. 

C. D. Cook & Co., Nickson, Tex. 

Evergreen Mills, Inc., Ada, Okla. 

Louis Brown, Owen Hayes, and J. T. Massey, doing business as Farmers Feed 

& Supply Co., Center, Tex. 

Gordon Mabry and R. C. Mabry, doing business as Farmers Supply Co., De Queen, 

Ark. 

John L. DeLoach and T. V. Martin, Jr., doing business as Longview Seed Co., 

Longview, Tex. 

Abbie Page and L. P. Martin, doing business as Marshall Feed & Farm Supply, 

Marshall, Tex. 

Miller Mathews (feed store), San Augustine, Tex. 

Harry O. Miller, doing business as Farmers Seed & Feed Store, Magnolia, Ark. 
Roy Parker, doing business as Roy Parker Purina Chows, Cuero, Tex. 

Austin Mhan and Lee Parmley, doing business as Parmley Feed & Supply, 

Timpson, Tex. 

Temco Feed Mills, Inc., Temple, Tex. 

R. T. Tinney, doing business as Tinney Feed Store, Winnsboro, Tex. 

Universal Mills, Inc., Fort Worth, Tex. 

Col. C. Williamson and W. A. McClure, doing business as Williamson Seed & 

Farm Supply, Wills Point, Tex. 

General Mills, Ine.—Sperry Division. 
Best Feed & Farm Supplies, Harper Feed Mills, Inc., and Scott, Inc., 271 West 

Wheeling Street, Washington, Pa. 

(3) Indicate the sum total of birds covered in your calendar or fiscal years 
from the time of your initial writing to present, or until the policy was dis- 
continued. 

Between November 30, 1955, and March 31, 1957, estimate 6,816,262 birds were 
insured. 

(4) Please annex a facsimile policy. 

Attached. 

(5) Indicate premiums received in the calendar or fiscal years in which the 
policies were offered. 

From November 30, 1955, to March 31, 1957, estimate our premium income 
was $91,476. 
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(6) Indicate dollar value of losses adjusted in each of the calendar or fiscal 
years in which the policies were offered or subsequent to the time when you 
discontinued the offering of the policies. 

From November 30, 1955, through March 31, 1957, adjusted losses were 

62,571. 
’ (7) Indicate any unadjusted loss at this time. 

Unadjusted losses as of April 30, 1957, without allowance for unreported 
losses totaled $88,312. 

(8) Names of persons, firms, or corporations, with amounts, to whom ad- 
justments were made in excess of $5,000 each or who have claims which have 
not yet been adjusted in excess of $5,000 each. 


Evergreen Mills, Inc., Ada, Okla. 

Temco Feed Mills, Inc., Temple, Tex. 

Universal Mills, Inc., Fort Worth, Tex. 

General Mills, Inc., Sperry division. 

Best Feed & Farm Supplies, Harper Feed Mills, Inc., and Scott, Inc., 271 West 
Wheeling Street, Washington, Pa. 


(9) If you are no longer writing a so-called impairment policy against market 
losses, why did you discontinue the offering of this type of policy. 
Poor experience. 


PRIMARY COVERAGE 


1. This policy covers on feed, poultry, and incidental growing supplies, owned 
by the insureds, their dealers, or sold to poultry growers under conditional sales 
contracts or similar sales agreements, or under terms calling for reimbursement 
by the grower when the poultry are sold. 

2. This insurance covers the interest of the insured (hereinafter called the 
vendor) and the grower if any (hereinafter called the vendee) in the above- 
described property as their respective interests appear. It is especially agreed, 
however, that all insurance hereunder shall terminate when the interest of the 
vendor shall cease. 

38. It is understood and agreed that any loss hereunder shall be adjusted with 
and payable to Best Feeds & Farm Supplies, Ine., or Harper Feed Mills, Inc., or 
Morgantown Feed & Grain or Scott, Inc., as their interests may appear, such 
payment to include the vendee interest, if any. It is further understood and 
agreed that the insured will satisfy the vendee interest, if any, from such 
payment. 

4. This policy insures against— 

(1) Death or destruction, directly resulting from or made necessary by— 

(a) Fire and lightning; LY ‘ig 

(b) Windstorm, cyclone, tornado, hail, explosion, riot, riot attending a 
strike, civil commotion, aircraft, and objects falling therefrom, vehicles, and 
smoke ; 

(c) Earthquake, flood, collapse of bridges or culverts; 

(ad) Collision, derailment, or overturn of a vehicle on which the insured 
property is being transported; collision with other vehicles except those 
owned or operated by the assured ; 

(e) Stranding, sinking, burning, or collision of vessels, including general 
average and salvage charges incurred. 

(2) Theft but excluding escape or mysterious disappearance. 

5. This policy does not insure against— 

(a) Suffocation unless directly caused by a peril insured against under 
clause 4 above. 

(b>) Loss or damage caused by or resulting from— 

(1) Hostile or warlike action in time of peace or war, including aetion 
in hindering, combating, or defending against an actual, impending, or 
expected attack, (@) by any government or sovereign power (de jure 
or de facto), or by any authority maintaining or using military, naval 
or air forces; or (0) by any military, naval, or air force: or (ec) by an 
agent of any such government, power, authority, or forces: 

(2) Any weapon of war employing atomic fission or radioactive force 
whether in time of war or peace; 

(3) Insurrection, rebellion, revolution, civil war, usurped power, or 
action taken by governmental authority in hindering, combating, or 
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defending against such an oecurrenee, seizure or destruction under quar- 
antine or customs regulations, confiscation by order of any government 
or public authority, or risks of contraband or illegal transportation or 
trade. 

6. This company shall not be liable for more than— 

(a) $10,000 part of $20,000 on the premises of any one farm in any one 
building. 

(b) $50,000 part of $100,000 in any one disaster at one time. 

(c) $10,000 part of $20,000 in any one loss in transit. 

7. In event of loss, this company shall be liable for poultry lost or destroyed 
based on the schedule of valuation attached to this policy including feed con- 
sumed and incidental supplies actually used in growing such poultry. In addi- 
tion, this company shall also be liable for the invoice value of unconsumed feed 
and unused incidental supplies damaged or destroyed. 

8. Each claim for loss or damage at any one farm location shall be adjusted 
separately and from the amount of each claim a deductible shall apply as follows : 
$25 on flocks not exceeding 1,000 head. 
$50 on flecks of 1,001 or more. 


IMPAIRMENT COVERAGE 


9. This policy is extended to cover loss caused by impairment, damage, or 
disease to the chickens from any cause except losses caused by conversion, 
embezzlement, misappropriation, and any loss covered hy the primary coverage. 

Impairment to include, but is not limited to the difference between the actual 
cost of production as defined in section II of this form and the amount réalized 
from the sale of the remaining hirds and recoveries. 

10. This company shall not be liable for more than— 

(a) $10,000 part of $20,000 on the premises of any 1 farm in any 1 
building. 

(b) $50,000 part of $100,000 in any 1 disaster at 1 time. 

(c) $10,000 part of $20,000 in any 1 loss in transit. 

11. In event of loss the insurance company will pay for 80 percent of the 
difference between the actual cost of production (as defined below) and the 
amount realized from the sale of the remaining birds and other recoveries. 
However, from the 80 percent to be paid by the insurance company a deductible 
shall apply as follows: 

(a) $25 on flocks not exceeding 1,000 head. 
(b) $50 on flocks of 1,001 or more. 


DEFINITION OF “ACTUAL COST OF PRODUCTION” 


(a) The cost of chicks: 

(b) The cost of medicine and vaccine, if any ; 

(c) The cost of feed, grain, grit, and fuel; 

(d) The cost of insurance under this policy: 

(e) Other operational costs but not exceeding $0.5 per chicken. 


COST OF PRODUCTION DOES NOT INCLUDE 


(a) Cost of litter ; 

(b) Fee to grower beyond $0.5 per chicken: 

(c) Any other miscellaneous charges attributable to raising chickens. 

12. The insured agrees to keep an accurate record of all property covered 
hereunder and to report ail chickens placed on the last day of the month 
within 30 days, such report to include the exact location of all property. 
Premium payment shall be per chicken placed (including primary and impair- 
ment coverage. ). 

13. Premiums as provided for in clause 12 of this form shall be payable 
monthly as reported. 

14. This policy shall be deemed continuous from the date hereof, unless can- 
celed by either party, by giving the other 30 days’ written notice: however, such 
eancellation shall not prejudice any chickens at risk, prior to the effective date 
of cancellation. 

Attached to and forming part of policy No. 13333 of the United States Fire 
Insurance Co. 


D. K. Witson, Agent. 
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Schedule of valuations, primary coverage only, value of chickens at— 


Weeks: Amount | Weeks—Continued Amount 
ee ce es btidti ts $0. 19 | ee oe ere 
Micaela Rasa ei ake co-tinaae hte <aces 21 i te i EE 1.10 
ER EL! > ay Seco . 2 Ns 6a ie scechinice Si laieiaesd cee ites ceatctaaid i cee 
sa cca a . 29 ne tee 1.33 
a Fe ae ae ae ania ME chan alsa ted ig aiieh 1. 46 
i cenit Re ak .38 cis ie Sl oe Eee 1.59 
ee ee . 45 | ae eee. eS 1.73 
a . do I cape ce a cg ea i an a 1. 85 
Oe . 62 Rg a 1. 97 
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Frep 8. JAMES & Co. 
Pittsburgh: Other offices from coast to coast 
Attached to and forming part of policy No. 13333 of the United States Fire 
Insurance Company. 
D. K. WILson, Agent. 
GENERAL MILLS, INC. 


EXTENSION ENDORSEMENT 


1. In consideration of an additional premium, to be charged at the rate of 
seit bedhead per chick, this policy is extended to cover against Impairment (as 
hereinafter defined) to chicks insured hereunder from any cause except as 
hereinafter provided. 

2. It is agreed that the premium for this endorsement is subject to the below 
described Retrospective Rating Plan. 

3. The actual premium for this endorsement shall be determined from the 
following table: 

Rate per 
Loss ratio: Chick (centa) 


ieee oo perdent - >. oe a: ov diapeacdictn alain 
i ate wheats a ache eect Ree ae . .80 
40.1 to 50 percent_____- Sen a ihe dha hetaadie'm: ws Sacegde ee eee | 
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ae wo cp reeeoent. | : Fa 3 Sina’ ae 
80.1 to 0) percent_ Leen ; f ‘a - 1.35 
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4. This policy does NOT insure against Impairment caused by or resulting 
from: 
(a) Conversion, embezzlement, misappropriation, or breach of trust by 
the Assured or the grower: 
(b) Perils covered under the Basie Chicken Insurance Form; 
(c) Loss or damage caused by or resulting from: 

(1) hostile or warlike action in time of peace or war, including action 
in hindering, combating or defending against an actual, impending or 
expected attack, (a) by any government or sovereign power (de jure or 
de facto), or by any authority maintaining or using military, naval or 
air forces; or (b) by military, naval or air forces; or (c) by an agent 
of any such government, power, authority or forces ; 

(2) any weapon of war employing atomic fission or radioactive force 
whether in time of peace or war: 

(3) insurrection, rebellion, revolution, civil war, usurped power, or 
action taken by governmental authority in hindering, combating or de- 
fending against such an occurrence, seizure or destruction under 
quarantine or Customs regulations, confiscation by order of any govern- 
ment or public authority, or risks of contraband or illegal transporta- 
tion or trade. 

5. Definition of Terms: 
(a) For the purpose of this insurance, it is agreed that Impairment is 
the difference between the Actual Cost of Production (as hereinafter de- 
fined) of a flock and the Amount Realized from the sale of the flock. 
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(b) The term Actual Cost of Production shall mean the total of the fol- 
lowing: 
(1) Invoice cost to grower of the chicks placed (financed) ; 
(2) Invoice cost to grower of medicine and vaccines used ; 
(3) Invoice cost to grower of feed, grain and grit consumed plus 
handling charges not to exceed $3.00 per ton ; 
(4) Insurance and miscellaneous cost as 30 cents per chick placed 
(financed ) ; 
(5) Other operational expenses computed at 5 cents per bird 
marketed. 
(c) The term Losses shall mean actual paid losses plus adjusting expenses. 
(d) The term “Premium” shall mean gross premium paid computed at the 
rate of per chick. 
(e) The term “Loss Ratio” shall mean losses, as defined above, divided by 
premium, as defined above. 

6. If the actual premium developed by using the appropriate retrospective rate 
as shown above is greater than the premium paid, the difference shall be due 
and payable to theis Company, and if the premium paid is greater than that 
developed by using the appropriate retrospective rate, the difference shall 
be returned to the Assured. 

7. In the event of Impairment, it is understood and agreed that the liability 
of this Company is limited to: 

(a) 8O percent of the Impairment. 

(b) $0.75 times the number of chicks started in the flock. 

(c) $25,000 any one grower any one flock. 

(d) $150,000 any one policy year. This amount is in excess of the deduct- 
ible provided elsewhere herein. 

8. Any loss paid under this endorsement shall reduce the amount of insurance 
provided by this endorsement by the amount paid. 

9. It is understood and agreed that the insurance provided by this endorse- 
ment shall be subject to a $20,000 annual aggregate deductible. In computing 
the amount of loss, it is agreed that all the limitations of this endorsement 
shall apply regardless of whether the loss exceeds the deductible or not. 

10. The Assured agrees to report monthly to this Company through Marsh & 
McLennan all losses making up the deductible provided for herein. Thereafter 
in the event of loss, the Assured agrees to report immediately such loss to this 
Company through Marsh & McLennan and furnish all necessary information 
provided for elsewhere herein. 

11. This endorsement may be canceled at any time at the request of the As- 
sured or of the Company by giving to the other thirty (80) days’ written notice 
of intent to cancel, and 

(a) If canceled at the request of the Assured, the earned premium due 
this Company for the term the policy had been in force shall be com- 
puted by using the customary short rate tables; 

(b) If canceled by the Company, the report premium due the Assured 
shall be computed on a pro rata basis. 

12. In the event of cancellation, the deductible as provided herein shall be 
pro rated for the period the policy was in force and the earned premium (in- 
cluding retrospective rating) for the period the policy was in force computed. 

13. All other terms and conditions remain unchanged. 

Attached to and made part of 


Potley No. —....- braces SO 
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GENERAL MILLs, INc., SPERRY DIVISION 
(Hereinafter called the Assured) 
BASIC CHICKEN INSURANCE FORM 
1. This policy insures live chicks being raised by growers and placed (financed) 
by the Assured subsequent to the attachment date and prior to the expiration 


date of this policy in the states of California, Oregon. Washington, Arizona, 
Idaho, and Utah. 
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2. This insurance covers from time the live chicks come at the risk of the 
Assured and/or grower and terminates when the interest of the Assured and/or 
grower ceases or 120 days from the date of placing (financing), whichever first 
occurs. 

3. Coverage as provided by this policy shall not be terminated by the expiration 
or cancellation of this policy provided the chicks were placed (financed) by 
the Assured prior to the expiration or cancellation of this policy. 

4. This policy also covers, from the date of attachment to the date of expira- 
tion, feed, grain, grit, medicine and vaccine incidental to the raising of chicks 
insured hereunder, while at the premises of growers. 


5. This policy insures against loss or damage to the feed, grain, grit, vaccine, 
and/or medicine or death of the chicks directly and immediately resulting from: 

(a) Fire and lightning; 

(b) Smoke; 

(c) Windstorm, cyclone, tornado, and hail; 

(d) Earthquake; 

(e) Rioters, strikers, or civil commotion; 

(f) Flood (meaning rising rivers, streams, lakes, or ponds) ; 

(g) Falling aircraft or falling objects from aircraft: 

(h) Collision or overturn of transporting vehicles; collision with other 
vehicles except those owned or operated by the Assured or Growers or their 
employees. 

This policy does not insure against: 

(a) Loss of chicks unless death directly results or is made necessary 
within twenty-four (24) hours of the incidence of damage ; 

(b) Loss by freezing ; 

(ec) Loss by huddling or piling or because of temperature or humidity 
change or because of stampede or fright, whether caused directly or in- 
directly by a peril insured against unless such peril comes into contact with 
the buildings or grounds of the Grower where loss occurs; 

(d) Loss by blizzard or by rain or snow whether driven by wind or not 
unless the chicks are contained in buildings which buildings shall first have 
sustained an actual damage to the roof or walls by the direct force of the 
wind at the time of loss, and then this Company shall be liable only for 
death of poultry contained therein directly and immediately caused by 
rain or snow entering the buildings through openings in the roof or walls 
made by direct action of the wind; 

(e) Loss of chicks caused directly or indirectly by failure or defect in 
any heating unit unless fire outside of such unit ensues and then for loss 
-aused by such ensuing fire only or unless by smoke due to a sudden, unusual, 
and faulty operation of any heating plant; 

(f) Loss or damage caused, directly or indirectly, by (a) hostile or war- 
like action in time of peace or war, including action in hindering, combat- 
ing or defending against an actual, impending or expected attack, (1) by 
any government or sovereign power (de jure or de facto), or by any au- 
thority maintaining or using military, naval, or air forces, or (2) by mili- 
tary, naval, or air forces, or (3) by an agent of any such government, power, 
authority, or forces, it being understood that any discharge, explosion or 
use of any weapon of war employing atomic fission or radioactive force shall 
be conclusively presumed to be such a hostile or warlike action by such a 
government, power, authority or forces; (b) insurrection, rebellion, revo- 
lution, civil war, usurped power, or action taken by governmental authority 
in hindering, combating or defending against such an occurrence. 


7. Deductible. 


It is understood and agreed that each claim (separately occurring) shall be 
adjusted separately and from the amount of each such adjusted claim there 
shall be deducted one percent (1%) of the total value of all property insured 
hereunder at time of loss on premises of grower where loss occurs, subject to a 
minimum deductible of $10.00 and a maximum deductible of $25.00. Such 
deductible shall not apply, however, to claim for loss caused by fire, lightning, 
or smoke, or for loss in transit insured hereunder. 


8. Limit of liability. 


(a) The liability of this Company as respects chicks shall not exceed the 
invoice cost to the grower of the chicks plus the invoice value of such feed 
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and medicine as may have been consumed by the deceased chicks or other- 
wise expended in the growing of the deceased chicks between the time of 
delivery to the grower and the date of loss, but in no event to exceed $1.00 
per chick. 

(b) The liability of this Company as respects unconsumed feed, grain, 
grit, medicine and vaccine shall not exceed the invoice cost of same and in 
no event more than the invoice cost of a quantity of same necessary to feed 
the insured chicks for a two week period. 

(c) Notwithstanding the above, the liability of this Company for chicks, 
or for unconsumed feed, grain, grit, medicine and vaccine, or for both, shall 
in no event exceed $25,000.00 on the premises of any one grower, nor $150,- 
000.00 in any one catastrophe. 


9. Reports. 

(a) The Assured agrees to maintain and keep an accurate record of all 
chicks insured hereunder and to report to this Company, through March 
& McLennan on or before the 30th day of each month, the total number of 
such chicks financed during the preceding month and to pay premium thereon 
at the Tate OF _._....-L.. per chick. 

(b) In the event of loss or damage, this Company shall be liable for no 
greater proportion thereof than the total number of chicks reported as placed 
in the last report filed by the Assured prior to the loss bears to the actual 
total number of chicks placed during the month for which such report was 
made. 

(c) All records pertaining to this insurance shall at any reasonable time 
during the term of this policy and for twelve (12) months thereafter be 
open to inspection by any duly authorized representative of this Company. 


10. Report of loss 

In the event of loss, the Assured agrees to report immediately such loss to 
this Company through Marsh & McLennan, and IN THE EVENT SUCH LOSS LNVOLVES 
MORE THAN 100 CHICKS, the grower agrees to retain all dead birds for a period 
of three (3) days after such notice of loss (unless such retention shall violate 
any law, ordinance, or government health regulation) and to produce them for 
inspection at any reasonable time, during such period of three (3) days, upon 
demand of any duly authorized representative of this Company. In the event 
the dead chicks are not inspected within the said period of three (3) days, the 
grower agrees to have them counted in the presence of two disinterested parties 
before being disposed of. 


11. Civil authorities 

Notwithstanding anything contained in this policy, it is understood and agreed 
that property which is insured under this policy is also covered against the 
risk of damage or destruction by civil authority during a conflagration and for 
the purpose of retarding the same; provided that neither such conflagration nor 
such damage or destruction is caused or contributed to by war, invasion, revolu- 
tion, rebellion, insurrection or other hostilities or warlike operations. 


12. Other insurance 

This policy shall not cover to the extent of any other insurance whether prior 
to or subsequent hereto in date, and by whomsoever effected, directly or in- 
directly covering the same property, and this Company shall be liable for loss 
or damage only for the excess value beyond the amount due from such other 
insurance, 

13. Proof of loss 

It shall be necessary for the Assured to render a statement signed and sworn 
to stating the place, time and cause of the loss or damage, the interest of the 
Assured and of all others in the property, the valne thereof and the amount of 
loss or damage thereon. In case of failure to file written Proofs of Loss within 
sixty days or as soon as practicable after the loss becomes known to the insurance 
manager or a corporate official of the Assured, unless such time is extended in 
writing by the Company, the claim shall be invalidated. Upon the Company’s 
request the Assured shall exhibit the damaged property to the Company, and 
submit to examination under oath by anyone designated by the Company, sub- 
scribe the same and produce for the Company’s examination ail pertinent records 
and sales invoices, certified copies if originals be lost, permitting copies thereof 
to be made, all at such reasonable times and places as the Company shall desig- 
nate, 
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14. Appraisal 


If the Assured and the Company fail to agree as to the amount of loss, each 
shall, on the written demand of either, made within sixty days after receipt 
of Proof of Loss by the Company, select a component and disinterested appraiser, 
and the appraisal shall be made at a reasonable time and place. The appraisers 
shall then select a competent and disinterested umpire, and failing for fifteen 
days to agree upon such umpire, then, on the request of the Assured or the Com- 
pany such umpire shall be selected by a judge of a court of record in thé county 
and state in which such appraisal is pending. The appraisers shall then ap- 
praise the loss, stating separately the amount of loss, and failing to agree shall 
submit their difference to the umpire. An award in writing of any two shall 
determine the amount of loss. The Assured and the Company shall each pay his 
or its chosen appraiser and shall bear equally the other expenses of the ap- 
praisal and the umpire. The Company shall not be held to have waived its 
rights by any act relating to appraisal. 

15. The Assured shall not be prejudiced by any unintentional, inadvertent 
omission, oversight or error whether by it or Marsh & McLennan, provided 
notice be given to this Company as soon as may be practicable on discovery of 
any such omission, oversight or error. 


16. Payment of loss 


All adjusted claims shall be due and payable thirty days after the presentation 
and acceptance of Proofs of Loss at the office of the Company. 


17. Loss reinstatement 


It is agreed that the amount of insurance hereunder shall not be reduced by the 
amount of loss paid. 


18. Brand clause 


In case of damage to property covered hereunder bearing a brand, trademark, 
or label, the sale of which in any way carries or implies a guarantee of the sup- 
plier or the Assured, and this Company elects to take all or any part of the prop- 
erty at the agreed or appraised value, this Company agrees at its own expense 
to stamp “salvage” on the property, or to remove the brands, trademarks, or 
labels before sale to others. 


19. Carriers or bailees 


This insurance shall not inure directly or indirectly to the benefit of any car- 
rier, nor without the affirmative consent of the Assured, to the benefit of any 
other bailee. The Assured may accept without prejudice to this insurance the 
ordinary bills-of-lading used by common carriers, including released or par- 
tially released value bills-of-lading, and the Assured may waive subrogation 
against railroads under Side Track Agreements, and except as otherwise pro- 
vided, the Assured shall not enter into any special agreement with carriers other- 
wise releasing them from their common law or statutory liability. 


20. Subrogation 


(a) To the extent of any payment made by it for loss or damage insured 
by this policy, this Company shall be subrogated to any right of recovery 
of the Assured against any third party except that this Company hereby 
waives any and all of its rights of subrogation against any affiliated, as- 
sociated or subsidiary concern. It is agreed that the Assured may, prior to 
a loss, release others, except carriers, from liability for loss or damage from 
whatever cause and this insurance shall not be prejudiced if the Assured is 
unable by reason of any agreement entered into prior to a loss, to subrogate 
to this Company the right of recovery against any party. 

(b) Any act or agreement by the Assured, except as permitted above, en- 
tered into subsequent to the occurrence of any loss, whereby any right of the 
Assured to recever the full value of, or amount of damage to any property 
lust or injured and insured hereunder, against any carrier, bailee or other 
party liable therefor, is released, impaired or lost, shall render this policy 
null and void as respects such loss. This Company is not liable for any 
loss or damage which, without its consent, has been settled or compromised 
by the Assured. 

(c) Any recovery from third parties received subsequent to a loss settle- 
ment under this policy shall be for the benefit of the Assured and this Com- 
pany in proportion to the loss sustained and paid by each. 
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21. Assistance and cooperation of the assured 


The Assured shall cooperate with the Company, and upon the Company’s re- 
quest, shall attend hearings and trials and shall assist in effecting settlements, 
securing and giving evidence, obtaining the attendance of witnesses and in the 
conduct of suits. 


22. Sue and labor 


In case of actual or imminent loss or damage it shall be lawful and necessary 
for the Assured, their factors, servants or assigns, to sue, labor and travel for, 
in and about the defense, safeguard and recovery of the property insured here- 
under, or any part thereof, without prejudice to this insurance; nor shall the 
acts of the Assured or the Company in recovering, saving and preserving the 
property insured in case of loss or damage, be considered a waiver or acceptance 
of an abandonment, to the charges whereof, the Company will contribute ac- 
cording to the rate and quantity of the sum herein insured. 


23. Misrepresentation and fraud 


This entire policy shall be void if the Assured has concealed or misrepresented 
in writing, or otherwise, any material facts or circumstances concerning this in- 
surance or the subject thereof, or if the Assured shall make any attempt to de- 
fraud the Company either before or after loss. 


24. Suit against the company 

No suit or action on this policy for the recovery of any claim shall be sus- 
tainable in any court of law or equity unless the Assured shall have fully com- 
plied with all the requirements of the policy, nor unless commenced within 
twelve (12) months next after the happening of the loss, unless a longer period 
of time is provided by applicable statute. 

25. Cancellation 

This policy may be cancelled at any time at the request of the Assured or of 
the Company by giving to the other thirty (30) days’ written notice of intent to 
cancel. . 


26. It is hereby agreed that the terms and conditions of this form are substi- 
tuted for those of the policy to which it is attached, the provisions of the latter 
being hereby waived, except provisions required by law to be inserted in the 
policy. 

Attached to and made part of 
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[Specimen] 
CHICKEN ForM—IMPAIRMENT COVERAGE 


1. (a) This policy insures the interest of ______.__.. and/or any bank, lending 
institution, or individual lender having a financial interest in the property in- 
sured providing such financial interest is evidenced by a note, chattel mortgage, 
or Similar instrument on such insured property, being chickens and/or chicken 
poults for the raising of which any of the above named has financed the purchase 
of chickens and/or chicken poults, grain, grit, other feed, medicine, vaccine, 
litter, or distinfectant. It being understood and agreed that this contract shall 
not insure any property covered by this policy involving chickens and/or chicken 
poults that have been on a grower’s premises in excess of twelve (12) weeks, 
except by specific endorsement and for additional premium, if required. 

Loss, if any hereunder, shall be adjusted with and payable to Assured. 

(b) It is further understood and agreed that in consideration of reports to be 
rendered and premiums to be charged hereunder, the conditions of this policy 
are extended to cover Nil of Nil financing their own operations but who are 
raising birds being fed on Nil. 

(c) This policy also insures the interest of any of the assureds listed above in 
grain, grit, other feed, medicine, vaccine, litter ,and disinfectant financed by any 
of the assureds listed above, purchased in connection with the raising of said 
chickens and/or chicken poults, but which may not have been consumed in the 
raising of said chickens and/or chicken poults. 
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2. This policy insures against impairment of the security under such chattel 


mortgage(s) or similar instrument(s) due to loss or damage to the insured 
property during the term of this policy from any cause, including sickness, dis- 
ease, or loss of market value, except as hereinafter excluded. 


8. This policy does not insure against : 

(a) Conversion, embezzlement, misappropriation, or breach of trust by any 
parties hereto, including the assured, the chicken raiser, or any other persons, 
firms, banks, or corporations ; 

(b) Loss arising out of loans or the extension of credit for the purchase 
of anything except chickens and/or chicken poults, grain, grit, other feed, 
medicine, vaccine, litter, and disinfectant covered by chattel mortgages 
referred to hereinbefore ; 

(c) Loss, if at the time of loss there is in existence a chattel mortgage or 
mortgages or similar instrument or instruments which would take precedence 
over chattel mortgage or mortgages or, similar instrument or instruments, as 
defined above, held by any assured; 

(d) War Risks as set forth in the War Risk Exclusion Clause, Form #123 
attached to this policy. 


. Limits of liability 


(a) It is understood and agreed that as respects chickens and/or chicken 
poults this Company shall be liable for: 

(1) The cost of grain, grit, other feed, medicine, vaccine, litter and 
chicken poults lost or damaged, plus the price of the chickens and/or 
chicken poults if such chickens and/or chicken poults are included in 
chattel mortgage(s) or similar instrument(s), as defined above, held by 
any assured; or 

(2) The cost of production as determined by the records of  ~_______ 
ee Be for the area in which the loss occurs, less the average 
cost per chicken and/or chiciken poult as determined by such records, 
plus the actual cost per chicken and/or chicken poult to the grower(s) 
involved in the loss; whichever is less, BUT IN THE EVENT of claim(s) 
being presented for birds marketed between November 15th and January 
lst it is understood and agreed that the claim(s) shall be computed on 
the basis of the actual market price received or ____¢ per pound which- 
ever is greater, but in no event shall the amount recoverable hereunder 
as respects any one grower exceed an amount equal to the number of 
birds originally financed times $1.00 per chicken or $1.50 per caponette, 
less any amounts realized from the subsequent sale of the remaining 
birds, if any, or from insurance proceeds, hatchery allowances or other 
recoveries. 

(b) It is further understood and agreed that as respects unconsumed 
grain, grit, other feed or unused medicine, vaccine, litter and disinfectant, 
this Company shall not be liable for an amount in excess of the selling 
price, to the grower, of the unconsumed or unused property lost or damaged, 
but in no event for an amount in excess of the quantity necessary for two 
(2) weeks. 

(ec) It is further understood and agreed that the liability of this Company 
shall not exceed $________ in respect to any one chicken raiser or grower and 
to an amount not exceeding $_____-_ _. in any one loss, casualty or disaster 
involving more than one raiser or grower. Both of these limits subject to 
amendment upon notification to an acceptance by this Company. 


5. It is understood and agreed that from the amount of each adjusted claim 
hereunder the sum of FIFTY AND NO/100 ($50.00) DOLLARS per each unit of 
3,000 birds, or any part thereof, on any one grower’s premises, shall be deducted. 

6. It is a condition of this policy that: 


(a) any party representing a financial interest covered by this policy shall 
immediately report to this Company or its agent Guthrie & Guthrie Insr., 
Paris, Texas, every loss or damage of which he has knowledge and which, in 
his opinion, may result in a claim under this policy and shall render such 
assistance as necessary not involving expense other than the usual expense 
incidental to the collection of its accounts; 

(b) any of the assured under this policy shall also immediately notify 
the Company as soon as it definitely ascertains that claim will be made, and 
file with this Company a detailed sworn proof of loss not later than Sixty 
(60) days from the time the involved chattel mortgage(s) or similar in- 
strument(s) become due. 
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7. Upon payment of a claim herewnder to any assured, the assured shall assign 
to this Company all rights of the assured under the chattel mortgage(s) or 
similar instrument(s) of the chicken raiser or grower and/or owner to the 
assured, and this insurance shall enjoy first rights of subrogation against the 
raiser or grower and/or owner of the chickens and/or chicken poults. 

8. (a) The assured agrees to report to the Company on or before the tenth 
(10th) day of each month the total number of all birds financed by E. G. Arnold 
& Co., DeKalb, Texas, and pay premium thereon at the rate of $____ per bird for 
the growing period provided herein. 

(b) All records pertaining to such reports shall at all reasonable times be 
open for inspection by any duly authorized representative of this Company. 

(ec) This policy is issued in consideration of a Deposit Premium of $100.00. 
Earned premiums from reports shall be credited against this deposit premium 
until such time as it shall have been fully earned by the Company, after which 
time payment of earned premium shall be made as herein provided. 

9. (a) This policy may be canceled by either party giving thirty (30) days’ 
notice in writing; provided, however, that with respect to loans made or future 
advances under loan agreements made prior to the effective date of such 
cancelation, this insurance shall continue in force until such loans and/or 
advances have been repaid, but only for a period of not exceding Three (3) 
months from the date of said loan agreements. 

(b) In the event of cancelation, the assured shall submit a final report as of 
the effective date of cancelation; if the deposit premium has been paid, the 
balance, if any, of such premium not earned shall be refunded to the assured. 

The conditions contained in this form shall supersede anything contained in 
the printed conditions of this policy insofar as they are at variance herewith. 

Attached to and forming part of Policy No. T6—01-08 of the North River 
Insurance Company of New York, N. Y. 

iptdclns, btkdenatabemesehda sith tintdcle, ees 
JAN. 27, 1956. 


THE EMPLOYERS’ GrRoUuP INSURANCE CoOs., 
Boston, Mass., May 6, 1957. 
Hon. CHar_Les H. Brown, 
Select Committee on Small Business, 
Old House of Representatives Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN BROwN: I have been asked to reply to the various letters 
which have been sent to us from the Food Industries Subcommittee of the 
House Select Committee on Small Business dealing with impairment policies 
on poultry production. 

We have always taken the position that we are not interested in writing im- 
pairment coverage on poultry production. We feel there is a lack of credible 
experience figures available to us for proper underwriting of the coverage and 
we do not feel ourselves sufficiently familiar with the hazards involved. Con- 
sequently, we have never written this insurance except for two policies written 
by a local office in Pittsburgh, Pa. 

As these policies were under the amounts for which our regional office had 
discretionary authority, they were written without the knowledge of the home 
office underwriters. When we learned about the existence of the policies, we 
informed our Pittsburgh office that our companies did not want to write this 
type of insurance and they are now being canceled. 

My investigation discloses that one of these policies was issued January 9, 
1956, and the other January 1, 1957. Under these policies we, together with 
another company, covered 50 percent of the insurance under the policies from 
their inception until April 1, 1957, at which time our percentage of participa- 
tion in the policies was to be reduced to 32% percent. 

Policy No, T-202579 covered Harper Feed Mills, Ine., et al. The policy had an 
inception date of September 9, 1956, and cancellation will be effective May 26, 
T957. 
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This policy covered on chickens. Under this policy the number of chickens 
shown below were covered. 


Birds 
I ek 7 ee NE None 
CNee eee nn ne a 74, 900 
Cee ne eh chan a istic ceaesieanemes 155, 800 
Tennent 130, 800 
a a ee a ee aN Se 384, 700 
a Se 284, 900 


Under this policy premium developed through February of 1957 is $10,886.50; 
as against this premium we have paid 51 impairment losses for a total amount 
of $7,810, and there are 10 open impairment losses which total $2,985. 

Policy No. T—202739 also covered Harper Feed Mills. This policy had an 
inception date of January 1, 1957, and is being canceled effective June 25, 1957. 
This policy covers turkeys, but I cannot give you the number of birds covered. 
The premium on this policy through February of 1957 is $594, and I am not 
aware of any losses paid nor any open claims. 

A copy of the form used on these policies is enclosed. 

Our actual experience in this field has been limited to these two policies 
because, as pointed out above, we do not feel that we know enough about 
this line of insurance to enable us to write it profitably. Our only actual ex- 
perience with the coverage has been accidental, and, as you can see from the 
figures on losses aS against premium given above, would be most discouraging. 

While I would be happy to appear to testify before your subcommittee if you 
really think it advisable, I am sure that I cannot add anything of interest to you 
beyond the contents of this letter. 

Very truly yours, 
J. DONALD Fort, 
Superintendent, Property Underwriting Department. 

Mr. Brown. Now, the committee would like to call—— 

Mr. McCutiocn. Might I interrupt you, please, sir ? 

Mr. Brown. Yes, sir. 

Mr. McCutiocn. Did any of the insurance companies which you 
have just named expressed the desire to appear in person to explain 
their answers to the questionnaires, and if so, have we m: ade arrange- 
ments for them to appear and further explain their answers ¢ 

Mr. Brown. One company, the Employers’ Group, did not feel it 
necessary to appear because its experience was so limited. The two 
other companies were represented yesterday at the committee hear- 
ings, and felt that their information would be just as good inserted 
in written form. 

I assured the gentlemen that if there is any need or any wish on 
the part of anyone for more information, the committee would cer- 

tainly like to hear these gentlemen. 

Mr. McCuttocu. There is no particular wish on my part, and I am 
pleased to hear the chairman state that anyone to whom a ques- 
tionnaire has been submitted may, if they desire, make the request to 
be heard in person in accordance with the rules of the committee, and 
they would be heard. 

Mr. Brown. Further may I state that any company or individual 
to whom reference is made during these hearings will certainly be 
afforded time by the committee to reply. 

Now, the committee would like to hear from Mr. Don Turnbull, 
executive secretary of the American Poultry & Hatchery Federation. 

Mr. Turnbull, will you step up here, please ? 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Turnsut. I do. 
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TESTIMONY OF DON M. TURNBULL, EXECUTIVE SECRETARY, THE 
AMERICAN POULTRY & HATCHERY FEDERATION, KANSAS CITY, 
MO. 


Mr. Brown. Will you state your name and your official connection 
with the industry, please ? 

Mr. Turnsuti. My name is Don M. Turnbull. I am here today in 
my official capacity as executive secretary of the American Poultry & 
Hatchery Federation and at the invitation of the subcommittee. 

The American Poultry & Hatchery Federation is a nonprofit trade 
association serving the poultry hatchery and breeder industry. It 
was organized in “1916. Headauatters are located at 521 East 63d 
Street, Kansas City, Mo. At the start of the current membership 
year we had a paid-up membership slightly in excess of 4,000 firms. 

There are 41 State-afliliate associations, of which 20 serve as the 
State agency to administer the national poultry improvement plan i in 
their respective States under the supervision of the United States 
Department of Agriculture. 

Mr. Chairman and members of the committee, I am privileged to 
read to you the following resolution adopted by our executive com- 
mittee at a meeting held in n Chicago on May 3: 

On behalf of the board of directors and the membership of the American 
Poultry & Hatchery Federation, we wish to express our appreciation to the 
subcommittee of the Select Committee on Small Business for undertaking its 
study to ascertain reasons for the present economic stress in the poultry indus- 
try, particularly as it affects small businesses. Further, the executive com- 
mittee of the American Poultry & Hatchery Federation pledges the full co- 
operation of the federation not only in seeking to determine factors involved 
in the current situation but also in working toward solutions which will restore 
stability. 

In order to picture for the subcommittee what has taken place in 
the hatchery and poultry industry during recent years, we have pre- 
pared three exhibits. 

You will note in exhibit I that our hatchery industry has ey peri- 
enced a decline in numbers from 11,405 units in 1934 to 5,031 units 
at the end of 1956, according to surveys conducted by appropriate 
agencies within the U nited States Department of Agriculture. 

~Duri ing this same pe 956—incubator capacity 
has gone from approximately 276 million eggs to 526 million eggs, a 
gain of about 90 percent. Chick production, however, has shown a 

gain of 300 percent, going from 526 million in 1934 to 2,124 million in 
1956. More than half of the total chick output in 1956 was for the 
production of broilers, a commodity virtually unknown in 1934. 

A survey conducted during the latter part of April by the American 
Poultry & Hatchery Federation rede that of its membership, a 
total of 92 hatcheries have closed down or plan to close down perma- 
nently this year. Another 175 hatcheries have indicated they are 
seriously considering closing their doors. Thus, while there has been 
a sharp decline in the number of hatcheries in recent years, the trend 
has not yet run its course. Exhibit III reports the results of this 
survey. 


Mr. McCuttocn. Mr. Chairman, I would like to interrupt the wit- 
ness there. 
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As you continue to read your statement, Mr. Turnbull, I assume 
that in due course you will have some conclusions with respect to 
these trends which you are pointing out, and you will have recom- 
mendations to this committee so that I will not need to interrupt you 
when a certain matter is discussed ? 

Mr. Turnsvuti. They are limited recommendations, Mr. Congress- 
man. 

Mr. McCutiocn. And you have conclusions with respect to these 
trends that you are talking about ? 

Mr. Turneuty. We have conclusions as to what we think the trends 
will be. 

Mr. McCutxocn. And the results of the trends, and whether they 
are good for the economy or whether they are bad for the economy ? 

Mr. Turnsu. No. 

Mr. McCunsiocu. You have no conclusions in those fields / 

Mr. TurNBuLL, No. 

Mr. McCunzocn. Very well. 

Mr. Turnsvuty. The chicken industry is in two distinct parts today. 
There is the production of chicks for laying-flock replacement and 
there is the production of chicks for broiler-flock replacement. 

Some of the more important developments within the egg produe- 
a industry during the last 15 years are enumerated below : 

There has been a switch from the almost complete dependence 
on ‘direst mail as a sales medium by hatcheries to the use of personal- 
ized sales methods, including in particular the reliance on salesmen 
to make personal calls at the farm. 

The closing of numerous express offices, higher express and parcel 
post rates, elimination of many branch railroad lines and local way 
stations immediately after the end of World War IT spelled the doom 
of the mail-order hatchery. Those hatcheries whose owners and 
managers could not or did not adapt their operation to this new situ- 
roe saw their sales volume fall. 

Ability of the local hatchery to provide special services as well 
asc Chitke of quality increased its share of the market. 

4. Development of hybrids and strain crosses and the attendant 

captive breeding flocks brought distribution and sales programs, di- 
rected from central offices of the breeder. Affiliated hatcheries serve 
as ae al production and sales points. 

Migration of the human population upset established channels 
of ieivledion, Areas which once were egg exporters became im- 
porters, and vice versa. 

6. Farm programs, aimed primarily for the benefit of the basics, 
upset what heretofore had been considered normal farm diversifica- 
tion. They also freed some producers in one-crop areas and enabled 
a to devote time to poultry projects. 

. Increased efficiency of the laying bird. 

8. Civic and privately financed poultry projects to bolster local 
income. 


Some of the important developments in the broiler phase of our 
industry include 





1. Development of meat strains of chickens capable of efficient and 
uniform growth. 


2. Mass production techniques. 
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3. Need for hatcheries to enter into rigid hatching egg contracts 
with hatching egg suppliers in order to maintain a source of raw 
material. 

4. Large capital expenditures required to switch from less efficient 
types of broiler chicks to new and more eflicient breeds and strains, 
with changeover occurring in short space of 2 or 3 years. 

5. Disinclination of independent roiler producers to risk own 
capital in production programs. 

6. Supplier interests resort to “deals” and “contracts” in order to 
— chick outlets and feed tonnage. 

Supplier interests find it necessary to virtually take over and 
direct the production of broilers, using facilities of producers who 
furnish land, buildings, and labor. 

8. Necessity for hatcherymen to aline self with interests financing 
the production of broilers, either through direct financial tieup or 
through coordinated working relationship. 

9. Development of an insurance program which encouraged undue 
risks, 

10. With profits of independent grower no longer a direct factor, 
the economic safety valve which heretofore had served to correct the 
relationship of supply and demand fails to operate on schedule. 

11. Buildup of excessive supplies enables large retail interests to 
make repeated use of broilers as loss leaders. 

While there has been a tremendous upsurge in the hatch of broiler 
chicks, the number of chickens on farms actually has declined some- 
what since 1934, There were 644 million chickens raised on farms 
in 1934, but the 1956 volume dropped to 485 million. At one time— 
during the period of red-meat shortages in World War II when our 
industr y was called on to boost its output of both eggs and meat—the 
number of chickens raised on farms soared to 934 million for an all- 
time high. This was in 1943. There were 285 million broilers raised 
off the farm that year. 

There were 385 million hens and pullets on farms on January 1, 
1934, as compared with only 364 million on January 1, 1957. 

These figures are particularly significant. 

T hrough better breeding, nutrition, and flock management, the poul- 
try industry has been able to materially increase the production of 
eggs per layer on farm. Egg production in 1956 established a record, 
even though the number of Ta ayers on farms January 1 was below that 
of 1934. 

Annual production per layer in 1934 was 118 eggs. It was 196 
eggs In 1956. It is not uncommon today to find flocks producing 225 
to 260 eggs per layer annually. 

Thus, even though our population has gone from 130 million per- 
sons in the early thirties to 168 million in 1956 and despite the fact 
that per capita consumption is at 365 eggs, up 78 eggs from 1934 
levels, we actually don’t need as many layers in farm flocks now as 
we did in 1934. 

This explains one of the problems facing the poultry industry. 
Our gains in production efficiency have made more eggs available to 
consumers. We accomplished this with a smaller population of lay- 
ers. Unfortunately, feed, our No. 1 cost item, is kept at artifici: ally 
high levels through price-support programs. 


95697—57—pt. 1——6 
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Referring to exhibit I again, note that chick production doubled 
from 1937 to 1943. Output remained high into 1951, long after the 
war needs had been satisfied. This was the result of two conditions: 

(1) The continued purchases of eggs by the Government in an effort 
to support prices at 90 percent of parity in accordance with the 
Steagall amendment to the Price Control Act of 1942 created arti- 
ficial prosperity in the poultry business, both for hatcherymen pro- 
ducing chicks for laying flock replacement and the farmers themselves. 

(2) The development and growth of the new and boisterous broiler 
industry reached such proportions as to create an entirely new indus- 
try within the poultry business. In 1934 we raised 34 million broil- 
ers. We raised 285 million in 1943. Production climbed steadily 
from then on, with only minor setbacks. 

We exceeded the 1 billion mark in broiler production for the first 
time in 1955. Last year we produced 1.3 billion. 

Remember that during this period our numbers of hatcheries de- 
clined by 50 percent, capacity increased 90 percent, and production 
jumped 300 percent. 

Mr. McCuttocn. Now, Mr. Chairman, I would like to ask a ques- 
tion there. Although it may sound as if it were an arbitrary or a 
mean question, I do not mean it to be in any sense of the word. 

Mr. Turnbull, is that fact bad for the consumers of the country ? 

Mr. Turnsutt. I haven’t heard any consumers complain yet about 
low prices for poultry and eggs. 

Mr. McCuttocn. Even aside from the question of the desire of all 
of us to buy the most at the lowest price, do you see any danger flags 
to the economy as a whole in this country, by reason of that fact? 

Mr. Turnsutt. Not to the economy as a whole; no. It is pretty 
tough on the small hatcheryman or the small grower. 

Mr. McCuttocu. Do you see any trend toward monopoly or oligop- 
oly, or whatever you call it? 

‘Mr. Turnsutt. No; I doubt that there will ever be a monopoly in 
the poultry business or in the feed business. It is much too competi- 
tive, and probably will remain so, even if we are reduced to 2 or 3 
units. 

Mr. MoCutxocu. While it is always unpleasant, then, or not de- 
sirable, to see the less efficient leave the field in which they are 
engaged, that is one of the prime tenets of free, competitive, private 
enterprise, isn’t it? 

Mr. Turneuty. It sure is. 

Mr. Roosevett. Will my colleague yield at that point? 

Mr. McCutxocn. Yes. 

Mr. Roosrvetr. Do you anticipate that the reduction of 50 percent 
in the hatcheries is simply those that are inefficient ? 

Mr. Turnsutt. I go into that in a little bit of detail in this study, 
in exhibit 3. It has been due, as I pointed out earlier, to hatchery- 
men producing eggs for chick flock replacement, to changes in market 
procedures, some of which were beyond their control. In many in- 
stances, it has been hatcherymen growing older and dropping out of 
the business. It takes a larger capacity now to keep your head above 
water than it did 20 years ago. 

Those who have not kept 1 up have, of course, fallen by the wayside, 


whether through lack of information, or call it inefficiency, if you 
like. 
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Mr. Roosrverr. You still haven’t quite answered my question. Is 
the majority of this 50 percent, in your opinion, due to the things 
that you have just described ? 

Mr. TuRNBULL. Yes. 

Mr. McCuxtocn. Mr. Chairman, of course, I would like the record 
to show that when I speak of “inefficiency”, it encompasses all of the 
fields that would normally be encompassed in the definition of the 
word. 

You have described then, Mr. Turnbull, the difference in marketing 
conditions, the difference in the rates for parcel post and for express 
and all those things. We are experiencing the change of an older 
order, aren’t we ? 

Mr. TurnBuLt. Yes, very definitely. 

Mr. McCuttocn. If you see danger to the economy in the things 
that you are telling us about here, you will give us a warning flag, 
won’t you ? 

Mr. TurnButt. I'll be glad to. 

Mr. Roosevett. Mr. Turnbull, just on that point, you have just, 
1 believe, made the statement that even if there was a reduction to 2 
or 8 suppliers, you felt that this would not be a dangerous thing, and 
that competition would still exist. I don’t quite understand that. 
If an industry as large as this were reduced to 2 or 3 suppliers, wouldn’t 
that very definitely be a danger point? 

Mr. Turnsuty. I think our parallel—this a personal opinion, Mr. 
Roosevelt—a parallel is in the automotive industry. We are reduced 
to roughly three major manufacturers. I think at one time we had 
some 200, years ago, and I suspect there are more persons employed in 
the automobile industry now than there were 25 years ago, and prob- 
ably we all drive a much better car. 

Mr. Roosrvett. Isn’t it also true that the prices of automobiles have 
steadily grown up until, at least to a large part of the population, 
paying for an automobile is a major problem today ? 

Mr. Turnputu. Prices are higher in terms of dollars. On the other 
side, we have much more automobile for the purchase price. 

Mr. Brown. Will the gentleman yield? 

Mr. Roosevett. Yes. 

Mr. Brown. Using the same parallel you selected, Mr. Turnbull, 
is it not a fact that when the supply increased, but demand fell off 
in 1955 in the automobile business, that there were precious few re- 
ductions made in the price of automobiles at the manufacturing level, 
but there were all kinds of reductions made at the small business 
dealer level ? 

Mr. Turneut. I would think it was a fact. I have no information 
one way or the other. 

Mr. Brown. Would that not indicate that a market leader or an 
oligopoly or whatever it might be termed protects the manufacturer— 
does not protect the dealer—and in many instances does not protect 
the consumer. 

Mr. Turneuty. Well, I don’t know whether the consumers lost in 
1955 or not. The dealers undoubtedly: did. 

Mr. Brown. Would you agree that it disrupts supply and demand ? 
Because the supply of automobiles went up. The demand fell off, 
but the price did not come down materially at the manufacturing 
level. 
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Mr. Turnsuuy. Not at the manufacturing level, as I understand. 

Mr. Rooseveut. That. was: the point I was trying to make, Mr. 
Chairman. I think you made it very well. 

Mr. Turnsuty. During 1937 average hatchery capacity was 37,700 
eggs. Today it is 104,545 eggs. 

It is estimated that 763, or 7.2 percent of the 10,533 hatcheries, had 
a capacity of 100,000 eggs or more in 1938. On January 1, 1957, 28.5 
percent of the hatcheries had attained a capacity of 100,000 eggs or 
more, and there were 1,432'such plants in operation. 

I might depart from my prepared statement here to say that today, 
particularly in the broiler industry, we have more frequent use of the 
total hatchery capacity, as compared with 10 or 15 years ago. The 
broiler hatchery operates year round. Any hatcheryman has the pos- 
sibility of using his incubator capacity, ‘17 times a year. He will 
probably use it on an average of around 7 to 8 times a year. 

Years ago, hatchery utilization, or ¢ ‘apacity utilization, was around 
2 to 3 times a year. 

The data in exhibit I shows that emphasis was on production of 
chicks for laying flock replacement well into World War II. This is 
borne out by the figures on numbers of chickens raised on farms. 
Such chickens could be either single purpose laying strain chickens 
or what the trade calls “dual purpose” breed or strain; i. e., fairly 
efficient for both eggs and meat. 

Great strides toward efficiency occurred during and immediately 
after World War II. New techniques of breeding were used and the 
results were striking. The industry immediately realized the virtnes 
of these new birds, whether hybrids, strain crosses of purebred. It 
lost little time converting its breeding flocks. 

The speed with which these changes occurred are shown in exhibit 
II. It is particularly dramatic with respect to meat types and shows 
how the number of breeders in broiler hatchery supply flocks actually 
overtook and surpassed breeders in flocks supplying hatching eggs to 
hatcheries producmg chicks primarily intended for egg production. 

In 1941-42, the administrator of the national poultry improvement 
plan announced that 24 percent of all the breeding birds tested under 
its supervision to furnish hatching eggs to hatcheries were of the 
Leghorn breed—suitable primarily for egg production. New Hamp- 
shire breed chicks, then considered a dual-purpose breed, accounted 
for only 21 percent. White Rocks, also in the dual-purpose category, 
reached 15 percent. 

By 1952-53, the broiler industry had asserted itself as wanting only 
birds bred specifically for the rapid and efficient conversion of feed 
mto meat. That year found NPIP officials reporting that 36 percent 
of all breeders tested were New Hampshires, which by this time had 
been bred up especially for meat production. White Rocks were at 
14 percent and White Leghorns had dropped to 20 percent. Cross- 
breds came into the picture‘and accounted for 16 percent of the total. 

But in the drive for even greater efficiency and listening to the 
demand of the processor for a bird with white underfeathers. the 
broiler industry in 3 short years after 1952-53 found it necessary to 
switch from purebred New Hampshires to the white-feathered White 
Rock or some other meat’ type bird with white underfeathers. | In 
that year eross-breds gained No. 1 position in hatchery breeding flocks 
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and accounted for 34 percent of all breeders tested, White Rocks 
25 percent, New Hampshires dropped to 10 percent. White Leghorns 
hold their lead in laying flock replacement preferences, reaching 19 
percent but incrossed had climbed to 9 percent. 

Thousands of dollars were lost by hatcherymen who had tooled up 
to produce one breed, strain or combination, only to find that market 
preference had shifted. 

Hatcheries who could not meet the change in time found them- 
selves with out-of-date merchandise, frequently salable only at dis- 
counts, 

Only a relatively few breeders were in a position to furnish the 
more effic ‘ient breeds and strains. The extent to which this trend has 
gone is indicated by the fact that last month, when it mtroduced a 
new monthly report on placement of pullet chicks by primary breed- 
ers in broiler hatchery supply flocks, USDA obtained its figures from 
only 10 breeding organizations. 

Breeds and strains suitable for broiler production have a tendency 
to produce fewer eggs. This complicates the supply problem for 
hatcherymen see ‘king hate ‘hing eggs. It necessitates paying the flock- 
owner a substantially higher premium over the fresh egg market. 
It also has become necessary in many instances to make long range 
guaranties extending over 6 months toa vear. 

This has led to inflexibility in the hatcheryman’s production pro- 
gram. When the broiler-chick market turns weak or becomes over- 
loaded and a cutback in settings appears desirable, he finds himself 
facing two alternatives, neither of which is desirable: (1) He can 
go ahead and take the hatching eggs from the flockowner at the pre- 
viously agreed upon price, set them and hope to obtain a fair market 
price for his chicks; (2) he can sell the eggs on the fresh-egg market, 
immediately sacrificing the premium plus all the expense of his flock 
supervision, culling, and servicing. ‘The tendency is to go ahead and 
set the eggs. 

The surplus problem frequently is compounded. It was this situ- 
ation which led the industry’s trade associations in February and 
March to encourage flockowners to sell off older breeder hens and 
thus reduce the supply of hatching eggs for an extended period. 
The program met with only moderate success. 

The new USDA report on placements of pullets by primary breed- 
ers indicates the industry may now be working toward a solution 
for the oversupply of breeders by cutting down on the number of 
pullet chicks being started for hatchery supply flocks. It is too early 
to tell for sure. 

The problem becomes one largely of production outrunning the 
demand. No one in the industry believes for a moment that we have 
reached the limit of our market potential for poultry meat. We 
simply have expanded too rapidly. Our efficiency has outstripped 
our ability to sell. 

Numerous forces have delayed what in earlier years would have 
been a normal period of adjustment in broilers. There is no denying 
we have lost some of our flexibility. 

The industry in general believes that excessive financing has been 
extended to poor credit risks. This has boosted production. Im- 
pairment insurance undoubtedly played its part last year. 
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Mr. McCuttocu. I would like to interrupt the witness right there. 

Aside from impairment insurance with respect to this paragraph, 
do you know who is furnishing excess financing to the people of 
whom you are talking here? 

Mr. Turnsutu. I believe I said excess financing to poor credit 
risks. 

Mr. McCuttocu. Yes. 

Mr. Turnsuty. Are you asking me for individual names or are 
you asking me for. 

Mr. McCuttocn. Are private bankers doing that or is the De- 
partment of Agriculture or is one or more of the Federal credit as- 
sociations extending excessive credit to poor credit risks ? 

Mr. Turneutu. That is exactly what we hope this committee will 
find out, Mr. Congressman. 

I understand that you have requested the Federal lending agencies 
to furnish information on what they have done with respect to the 
poultry industry. 

We have many rumors in the industry but I don’t believe anyone 
has factual information. 

Mr. McCutxocu. You do not know whether it is the private banks 


or the feed mills or some agency of the Federal Government ? 
Mr. TurNBULL. No; we have our suppositions. 


Mr. McCuttocu. You would think it would be rather safe to as- 
sume that over a prolonged period private banks are not extending 
credit to poor ape risks, 

Mr. Turnesutu. I don’t think that the banks are, for the last num- 
ber of years, have lent directly to poultry. 

Mr. McCutxoc 1. So we narrow this down to no more than two 
sources of excessive credit; is that right 4 

Mr. Turnevty. I would say perhaps the Federal Government lend- 
ing agencies and segments w ithin the industry such as the feed indus- 
try, the processing ‘industry, or hatchery units who are tied up with 
the feed and processing segments. 

Mr. McCuocu. Again you have no studied conclusions on this 
particular problem ? 

Mr. Turnput. Just the usual general industry suppositions. 

Efficiency has achieved such a high degree that margins are ex- 
tremely narrow. Now climatic factors are enough to place one region 
at an advantage over another. 

Broiler production has moved toward areas with these climatic 
advantages and where labor frequently has no other opportunity. 

It seems logical to assume, too, that the soil-bank program has 
aggravated production. Land has been placed under the soil bank 
and the owners have been freed to go into a broiler project. 

What is true of broilers also is true of eggs. 

Financing has not yet reached the point in eggs, however, where 
the tail wags the dog, as has been the case in broilers. The natural 
forces of supply and demand are functioning, although the trend 
toward larger flocks and multiple broods has delayed normal correc- 
tive forces. This year with egg prices at extremely low levels, as 
ee with high fixed costs, farm flock replacements are running 

25 percent behind a year ago. The adjustment is all the more severe 
because of its belatedness. 
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The adjustment is occurring in egg production. No doubt we will 
see more hatcheries drop by the wayside this year as the industry 
consolidates its position and as production switches geographically. 

Our observation is that hatchery mortality has been greater in 
plants serving the egg trade than in the broiler field. 

It is apparent that the broiler industry will continue as a large 
volume-small margin operation. 

Mr. Brown. Thank you, Mr. Turnbull. 

Mr. Turnbull, in line with the committee’s responsibility of deter- 
mining any conditions that impede or might tend to impede the nor- 
mal growth of small business, I am interested in knowing the exact 
process by which, as you say, on page 2, development of hybrids and 
strain crosses and attendant captive key breeding flocks brought dis- 
tribution in sales programs directed from central offices of the breeder. 
Affiliated hatcheries serve as local production and sales points. 

How; is it correct that if a hatcheryman develops a new strain, for 
instance a New Hampshire strain, which in 1953 and 1952 took over 
the majority of sales, is that in turn franchised out to small hatchery- 
men around the United States? 

Mr. Turnsutwi. In that year New Hampshires were not franchised. 
It could have been, but it wasn’t. 

Mr. Brown. Do they operate under some sort of a patent ? 

Mr. TurnpuLn. No,no. 

The strain has been kept captive by use of cross-mating, we might 
say, wherein one side of the breeding stock is retained at the home 
pl: int, shall we say, and only the other side sold, and it is kept as a 

‘closed flock,” perhaps would be the best term, so that the stock does 
not reproduce itself beyond one generation, we will say. 

So the hatcheryman as a result must go back to the primary breeder 
each year to replenish his foundation flocks. 

Mr. Brown. In other words, when a man builds a better mouse- 
trap, in this instance a breed, it was better enough that it got a good 
share of the market, he might be a large-hatcheryman; he might be 
a small-hatcheryman at the point of this discovery. 

Mr. Turnpusy. That’s right. 

Mr. Brown. Then his growth depends on his ability to sell that 
quality of product and to franchise smaller hatcheries around the 
country ; is that correct ? 

Mr. Turnsuwy. Not necessarily smaller hatcheries. Let’s use the 
word “hatchery.” He would franchise any hatchery 

Mr. Brown. Let’s take in the case of a hatchery that has 100,000 
hatch capacity or more and compare him with a hatchery that has, 
say, twenty or thirty thousand hatch capacity. The big against the 
small from that definition. Do they use roughly the same hatching 
equipment, that is, the same incubators and so forth / 

Mr. Turnsuti. They could and probably do except that we have 
some makes of incubators with a capacity of 75,000 in one single unit. 

Naturally, 20,000-capacity hatcherymen wouldn’t use that “type of 
equipment. 

Mr. Brown. There must be a point beyond which, when a small 
hatchery with a given number of incubators is just duplicating, you 
know, a certain unit—in other words, there is not necessarily a great 
cost-saving factor in hatching eggs; it is just more of the same—is 
there that point reached with the small—when the small get big? 
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Mr. Turnsutt. In terms of the actual operation of the incubator, 
what you say would be true. One incubator is relatively as efficient 
as the others 

There are lots of local, individual preferences, but it would not 
necessarily be true that a large hatchery would be more efficient than 
a small hatchery in his overall operation depending upon how often 
the machines were set. 

Mr. Brown. That is exactly the point I am getting at. As far as 
the quality of the product is concerned and the cost of produc ‘ing that 
product from the standpoint of incubators and labor, and so forth, 
the small operator can do an efficient job. 

Mr. Turnsuti. Yes, depending on how often he sets his machines, 
all things being relative. 

Now 20,000 capacity, that is pretty small capacity, Mr. Brown. It 
probably would not keep one man busy. 

Mr. Brown. What would be the the minimum capacity ? 

Mr. Turneut. I would say 1 man very conveniently could take care 
of 60,000. 

Mr. Brown. That is the figure I wanted for the record. 

Now, on page 3, and again trying to determine the factors that 
might tend to impede small business, you state in your clauses 6 and 
7, supplier interests resort to deals and contracts. 

Now, would you give us a definition of that term, “supplier in- 
terests” ? 

Mr. Turnsutt. We could use the term “farm supply store,” but 
in general my reference would be to a feed dealer who is supplying 
feeds, biologics, perhaps vaccines, poultry equipment. 

Mr. Brown. Do those dealers also have hatching equipment for 
producing chicks ? 

Mr. Turnsvuty. Yes, many; in fact, most hatcheries in the Midwest, 
since they don’t operate year around, have a farm supply business as 
a supplement to their income in order to keep their—that enables them 
to keep their help on a year-round basis. 

Mr. Brown. Now, you state in clause 7 on that same page, page 3, 
that supplier interest which you have labeled as the feedstores, or 
general farm-supply stores, find it necessary to virtually take over 
and direct the production of broilers using facilities of producers who 
furnish land, buildings, and labor. 

In other words, the man who is actually doing the work and who 
actually owns the poultry house, is just leasing ‘his equipment, in a 
term, and supplying labor at so much per thousand; is that what you 
mean ¢ 

Mr. Turnevti. Yes, various types of arrangements, but that would 
sum it up very neatly. 

Mr. Brown. Is that general in the :ndustry? 

Mr. Turnsuty. In the major broiler areas, that is general now, 

Mr. McCutsocn. Mr. Chairman, I would like to interrupt there. 

Is that a general condition in Ohio, Indiana, Illinois, southern 
Michigan ? 

Mr. Tvrnevtu. I understand it is spreading in Ohio and in Indi- 
ana. It might be true in Michigan, perhaps not quite as broad. 

It is probably true in sections of Ohio but not as extensive, I don’t 
believe, as in the major broiler areas. 
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Mr. McCutiocn. While I give little or no time to your major ac- 
tivity, I would be inclined to believe that in the great Miami Valley 
this statement would be completely in accordance with the facts. 

Mr. Turnsutn. That the dealers are financed? 

Mr. McCutiocn. We are in a territory where there are a great 
many independent, private operators in these fields who are not tied, 
in my opinion, in accordance with the information I can get, either 
to hatcheries, or to feed mills or whatever you want to call them. Of 
course, I think that is a fine thing. 

Mr. Brown. In line with that, and in the knowledge that six States 
in the United States produce 50 pereent of the broiler production of 
the whole United States, could you give us an estimate, educated 
guess, as to the percentage of broilers produced under this arrange- 
ment of leasing facilities and hiring labor of the total produced ? 

Mr. Turnsut. I believe studies have been made in—TI believe one 
was made in Georgia, one of the Southern Cooperative series, that 
would place the figure at 90 percent. That would be for that particu- 
lar area and that study is 2 or 3 years old. 

But I suspect that either this type of program or some sort of a 
mail operation would account for 90 percent nationwide now. 

Mr. Brown. In the States that are relatively mimor in the produc- 
tion of broilers that produce—oh, 40 million birds a year, compared 
to Georgia’s 200 million, does this financial tieup situation and this 
leasing of facility deals and contracts exist even in those States where 
predominantly it still remains an independent grower setup? 

Mr. Turnsutt. I think so. 

Mr. Brown. What you say, Mr. Turnbull, is that most of the broil- 
ers produced in the United States are produced under a lease ar- 
rangement, hired labor arrangement? Or a financial tieup? 

Mr. Turnputyi. Yes, I believe I indicated a few moments ago, 90 
percent. 

Mr. McCutiocn. In view of that statement, I would like to ask this 
question. Is this arrangement essentially different from the general 
agricultural operation in Georgia, for instance? 

Mr. 'TurRNsBULL. You mean as to, shall we say, cotton? 

Mr. McCvutiocn. That’s right. 

Mr. Turnsety. Well, I am not certain how cotton is grown in 
Georgia, whether it is grown by independents or not. 

lam sorry I cannot answer that. 

I understand that there has been a system of sharecropping. 

Mr. McCutiocn. You have read of the system of sharecropping ? 

Mr. Turnpuu. Yes. 

Mr. McCutzocn. Is it your opinion that some of that exists in the 
general farming activity in Georgia and perhaps the majority of the 
other States where the majority 

Mr. Turneuti. Sharecroppers, or sharecropping involves credit at 
the grocery store or the company-owned store or something of that 
sort. I don’t believe any arrangement of that sort exists in the broiler 

industry. 

Mr. McCuttocu. Credit someplace else? 

Mr. Turnputt. Yes. 

Mr. McCotiocu. That condition has existed for many, many years. 

Mr. Turnsutt. Actually, as far as the broiler industry is concerned 
in the State of Georgia, the grower is receiving, the man on the farm 
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is receiving, a guaranty, in most instances, and perhaps a share of 
the profits for using the specified formula to compute profits. 

At the end of a growing period, he will receive remuneration direct 
from whoever he is working for. He buys his merchandise with that 
money wherever he pleases. 

There is no arrangement whereby he has to go right back to the same 
man and buy his groceries, as I understand used to exist at least in 
cotton. 

Mr. McCutxocnw. With all of its evils, if there are any, it has 
brought a very substantial and very important diversification to 
economic avtivity in these States. 

Mr. Turnputi. Yes. It has been a financial godsend, as a matter 
of fact. 

Mr. Brown. Mr. Turnbull, let’s take a hatchery and without spe- 
cifying the name, let’s take a large one in the industry with which 
you are closely associated. In reference to clause 8 on page 3, the 
necessity for the hatcheryman to aline himself with interests financing 
the production of broilers, either through direct financial tieup or 
through coordinated working relationships, I would like to have you 
think in terms of, first, a large hatchery operating through direct 
financial tieup and see if you can educate this committee as to how 
that works. 

Mr. Turnsutu. The hatcheryman perhaps has not been able to sell 
his chicks to an independeut grower, or to some interest who is having 
broilers grown out for it. 

He finds himself with a surplus of chicks on hand. 

After the first day, the chicks start to cost him money. He must 
feedthem. He can offer them at a distress price; he can perhaps go so 
far as to destroy them or he can put them out on feed himself and 
he might use several methods. 

He may go to the farmers in his community and ask them to fill 
their houses with his chicks. He will furnish the chicks, perhaps the 
feed as well, and they might split the profits, or he might ask them 
to put the chicks out for him and he will make them a guaranty per 
pound of meat, per pound of feed fed. 

He may eventually find that this is the best way to operate, that 
the grower—he can’t aline himself with another interest, so he finds 
it necessary to become a contract grower himself or a broiler operator 
himself. 

Mr. Brown. Would you call that a type of integration ? 

Mr. Turneuuz. It would be a limited integration wherein the 
hatchery and the feeder are one and the same. 

Mr. Brown. That same individual hatchery, the breeder flocks from 
which they get the eggs to hatch, would they not have some tieups 
with producers of eggs as guaranties, or how do they work with 
their 

Mr. Turnsutu. Yes, there are three ways, actually. 

He might be buying hatching eggs from a hatching egg dealer. He 
may be buying hatching eggs from his own flock owners, or he may 
actually own his own flock which are producing his hatching eggs. 

Mr. Brown. This large hatchery that we are talking about that 
comes under your category of direct financial tieup, when he goes to 
the farmer or when he hires the labor, so to speak, or lease the facili- 
ties from any source, does he pay any attention to the minimum-wage 
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law in hiring that labor for growing chicks or does he make a deal 
at so much per thousand ? 

Mr. Turnsvuti. It would probably be a piecework basis. 

Mr. Brown. Those hatcheries doscome; under. the minimum-wage 
law themselves for the employees? 

Mr. Turnsuti. No; they do not. 

Mr. Brown. The grower has no equity capital in a setup of that 
kind. The man who is actually furnishing the labor for the birds—— 

Mr. Turneutt. That would depend on the agreement. He may or 
he may not. 

Mr. Brown. In most instances, do they have any equity in the 
chicks ? 

Mr. Turnsutt. Currently, I would say in most instances they prob- 
ably do not have an equity in the chicks. 

Mr. Brown. The hatcheries themselves, in that instance, own the 
birds? 

Mr. Turnsutu. Yes. 

Mr. Brown. They are really growing broilers? 

Mr. Turnzcty. That’s right. 

Mr. Brown. Now, in that instance, where does the hatchery get the 
feed? Just from any connection he might have ¢ 

Mr. Turneuty. He might be serving as a feed mixer himself. He 
may buy his concentrate from a larger mill or prepare concentrates and 
mix his own rations, or he may be buying direct from a mill in his 
community or some distance away. 

Mr. Brown. Now, if it is done on a large scale by a given hatchery, 
furnishing, that is, owning chicks and paying feed bills to feed those 
chicks, and buying medicine and paying for a place of business it is 
quite an expensive item in quantity, isn’t it, Mr. Turnbull? 

Mr. Turneutn. Yes, it is. 

Mr. Brown. Where does the money come from for this, in this given 
instance that we are referring to? I am not asking for specifics; 
I am asking for general sources. 

Mr. Turnsuti. Not to be too facetious, but a lot of hatcherymen 
are beginning to ask themselves where it is going to come from. 

It is coming out of reserves, partly, from the bank, or perhaps if they 
are buying a complete ration, from the feed mill, perhaps they are 
being extended 90-day credit from the mill. 

Mr. Brown. Credit on 90 days? 

Mr. TurnsBu.u. Various types of arrangements of that sort. 

Mr. Brown. How long will it take that hatchery to grow a given 
batch of birds to market size ? 

Mr. Turnpeutt. Eight weeks is standard. 

Mr. Brown. In other words, 56 days. The feed mill extends the 
credit for 90 days. 

Mr. Turnsutu. They probably, you will have continuing units. I 
am presuming if he didn’t keep his accounts fairly well caught up 
that he would probably be shut off. 

Now, for the continuous operator 

Mr. Brown. How much credit does he need for full feeding? 

Mr. Turnsutu. I don’t believe I can answer that. 

Mr. Brown. You don’t have any studies that the association has 
made? 
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Mr. TurNsutt. No. 
Mr. Brown. You haven’t had any direct experience ? 

Mr. Turnsvuiy. That would depend pretty much on the individual. 
Perhaps he doesn’t need any financing although he probably would be 
getting to be rare after this last 15 months. 

Mr. Brown. He has the money in the chicks anyway and whether 
he sells them or destroys them that is the price of the hatched chick? 

Mr. Turnsvtu. That’s right. 

Mr. Brown. He chooses to feet them out. 

In his feeding arrangement, this one instance that shall go un- 
named, but of which you are thinking, of the hatchery, does that 
hatchery pay more for feed bought on a 90-day credit than he would 
pay if he just paid the cash for it on receipt ? 

Mr. Turneutt. I don’t know. That would probably depend on— 
well, it would depend on his relationship with his supplier, I am sure. 
I don’t know whether he would be charged interest or not for carry- 
ing the feed. It might on open account. 

Mr. Brown. That is a general idea of the financial tieup, setup. 

You mention through coordinated working relationships. Let’s 
take an instance in your mind of a hatchery that works through the 
coordinated working relationship plan. 

Is that working relationship with the feed manufacturer ? 

Mr. Turnsvutt. Could be. 

Mr. Brown. Is this one instance that you are thinking, what is it? 

Mr. Turneutt. In all probability it would be a small, local feed 
manufacturer in this type of an arrangement. He would have some 
sort of arrangement whereby, in this case, I think the best descrip- 
tion of the feed manufacturer or feed dealer would be feeder. He 
would furnish chicks as a steady source to this feeder and I suppose 
that the price of these chicks would be determined on the fluctuation 
of the broiler market. 

Mr. Brown. Are there any hatcheries, to your knowledge that have 
any coordinated working relationship with any feed manufacturers 
that distribute nationally ? 

Mr. Turnevty. Not to my knowledge. 

Mr. Brown. It is more on a regional basis, would you say ? 

Mr. TurNnBULL. Yes. ; 

Mr. Brown. To your knowledge, has anyone gone in the hatchery 
business in the last 5 years for the sole purpose of hatching his own 
chicks to grow them, that is, who was, prior to going in that field, 
actually producing chicks for sale to independent growers? 

Mr. TurnpuLyt. You have confused me just a little bit. Would you 
repeat that ? 

Mr. Brown. Let’s take a hatchery that was in the business of selling 
chicks. 

Mr. Turnsety. All right. 

Mr. Brown. To all comers. Do you know of any who have just 
decided, well, that is a lot of trouble to sell and to advertise and ship 
these things out. I will just grow them myself and go in the business 
of growing the finished product. 

Mr. Turnsuty. Yes. 

Mr. Brown. Has that been extensive ? 

Mr. Turngeuty. Yes. Let me preface that by saying that I believe 
the average hatcheryman would just prefer to hatch chicks and sell 
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them per se if he could. He may find himself forced into the entire 
operation. 

Mr. Brown. Would the reason be the amount of money required or 
the risk involved ? 

Mr. Turnsuu. As a means of maintaining what we would call a 

captive market for his birds. 

Mr. Brown. Is it true that some hatcheries are also feed dealers. 

Mr. Turnsuw. Yes. 

Mr. Brown. Is the feed dealership portion of the hatchery’s busi- 
ness in any of those instances based on how much credit is extended 
to him by the feed mill? 

Is that a factor in determing his volume? 

Mr. TurNBULL. I suppose it could be. 

Mr. Brown. Would you say that if I had a hatchery and I had a 
good line of credit with the feed manufacturer that I could grow 
my own birds if business slacked off and I would be in a better osition 
to make money than the little man who didn’t have a big line of credit ? 

Mr. Turnsuut. I presume you would be. 

Mr. Brown. Is the small man within the limits of that minimum 
ety that you have to have in a hatchery business, to be econom- 
ical? Is the small man in a good competitive position with the big 
cpadiets except for the amount of capital he has and the extent of 
his line of credit ? 

Mr. Turnsputi. Certainly for the extent of his credit he is limited. 

After all, if he has only 60,000 capacity incubator, he obviously 
doesn’t have the resources of a man who has 100,000, 200,000, or 
300,000 capacity. 

Mr. Brown. In other words, in the integration operation many of 
these small hatcheries have perhaps gone by the wayside because they 
wouldn’t or couldn’t go into integration and grow their own if the 
situation required ? 

Mr. Turnsutw. No; I don’t believe that would be a correct. state- 
ment. 

[ understood you to say that they might not be extended credit be- 
cause of their capacity. They might not be extended as much credit 
because their collateral would not be adequate, but they probably 
would be extended credit on virtually the same terms or certainly on 
favorable terms to the limit that they could actually be considered 
a fair risk. 

Mr. Rooseverr. Mr. Turnbull, on point 3, large capital expendi- 
tures required to switch from less efficient types of broiler chicks to 
new and more effic ient breeds and strains, changeover occurring in 
the short space of 2 or 3 years—if capital had been available for these 
expenditures, would there have been a considerable lessening in the 
amount. of fatalities in hatcheries? 

Mr. ‘Furnsuti. Probably, yes. The changeover would have oc- 
curred more slowly but they would: have had to oceur because our 
margins are so narrow now that you must have the best birds or the 
chieks from the 10 breeders, we might say, in order to stay in business. 

It is a matter of feed efficiency, or feed utilization, feather color. 

Mr. Rooseverr. However, the capital expenditure is a worthwhile 
one if it is available for reasonably efficient operators in other re- 
spects ? 

Mr. Turnputu. Yes. 
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Mr. Roosrvetr. Would you recommend that something like: the 
Small Business Administration be allowed or able to make capital 
expenditures for these purposes under proper conditions of efficiency 
of operation and so forth? 

Mr. Turnsuuy. Under proper conditions they would be just as éel- 
come in this industry as anywhere else. 

Mr. Roosevetr. Specifically, in other words you would like to see 
the Small Business Administration given authority to make that kind 
of capital as against the extension of credit? 

Mr. Turneutu. That depends on how liberal the terms are. 

If the terms are too liberal, then we would have more expansion 
when it is not needed. 

Mr. Roosevett. If they were limited to the assistance of an other- 
wise worthwhile operator, you would be in favor? 

Mr. Turnesutu. I presume that would be certainly acceptable. 

I think he could get his same loans privately. 

Mr. Roosevetr. You suspect that. Do you know that? 

Mr. Turnevuiy. I would certainly, if I were in a banking capacity, I 
wouldn’t hesitate to make a loan to a good risk. 

Mr. Roosrverr. However, I think you pointed out that the other 
factors make it extremely difficult. 

Very few ordinary loans are ordinary from banking resources of 
any kind. Do you know of any case where a good risk ‘otherwise was 
able to get a capital expenditure ? 

The reason I ask is, you list this as one of the reasons for the 
trouble. If he could get it some other place, why do you list it? 

Mr. Turneuti. Well now, if you will notice, this is under broilers 
now. 

There are many instances where the man could not switch over. He 
didn’t have the capital. His type of operation was such that it didn’t 
justify—he maybe was in the wrong position geographically. Maybe 
he didn’t have the right contacts, ; sales ability, let’s say. 

Mr. Roosrverr. Let me get it straight. You are not saying that 
there is a lack of capital available? 

Mr. Turneutt. No, no. I wouldn’t say that. 

Mr. Roosevert. That is the important part. I judge that you did 
say that and I am glad that you corrected it. 

Now, you say on page 4 that unfortunately feed, our No. 1 cost item. 
is kept at artificialy high level through price-support programs. 

Have you any figures on the increase in the cost of feed over a given 
period of years to the present ? 

Mr. Turnevciy. Our feed has been supported so long we don’t know 
anything else. I believe feed has been under price support since- 

Mr. Roosrverr. What I am trying to get at is, how much variation 
in the cost to the poultry industry has the price of feed fluctuated ? 

Mr. Turnsuty. It hasn't fluctuated very much. 

Mr. Roosrverr. In other words, your No. 1 cost item has remained 
more or less stationary # 

Mr. Turnsutt. Has remained fairly constant; yes; at a high level. 

Mr. Roosrvett. At a high level. 

In that respect you mean: that the present price is the highest that 
it has ever been ? 

Mr. Turneut. No. 

Mr. Roosevett. How is it high? 
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Mr. Turneutw. It is high because if we had a free market for corn, 
for example, wheat, those are the principal ingredients going into it, 
corn, oats, the principal ingredients going into a ration, it follows that 
our price would be lower. 

Feed accounts for about 60 percent of our total cost. 

We could cut our costs, if we were in a position to obtain our grain 
on a free unsupported market—for example, eggs are down in our 
area, in Kansas, Missouri, about 22 or 23 cents a dozen. 

Now, that is depression level. 

But feed is not at the depression level, not by any means. 

We could possibly make money in eggs now, pretty good money in 
eggs right now or even broilers if feed were half what it is, but feed 
isn’t half what it is. We have no market support. The grain in- 
dustry does have. 

Mr. Roosrvetr. But you are not in favor of market support, are 
you? 

Mr. Turnsutyt. No. It would simply aggravate our problem. 

Mr. Brown. Are you in favor of removing the price supports from 
the feed grains? 

Mr. Turnspu tu. It would certainly help us for the time being. 

Mr. Roosevetr. On page 8 you point out the deficiencies achieved 
such as high-degree margins are extremely narrow. New climatic 
factors are enough to place one in relation to egg production that we 
will see more hatcheries drop by the wayside this year as the industry 
consolidates its position and as production switches geographically. 

Now, I presume you have in mind that production is switching to 
the South or Southwest ¢ 

Mr. ‘Turnbull. Yes. 

Mr. Roosevett. As production ceases in one geographical area, does 
it not compensate by growing and expanding in the other geographi- 
cal area so that you actually—have a net loss, then ? 

Mr. Turneutyi. We are speaking primarily of hatchery mortality. 

The hatcheryman, for example, in the State of Iowa, which is an 
exporting State, loses his market and his volume will be picked up in 
areas which are expanding. He cannot necessarily pick up his plant 
and move it down to some other area. 

Mr. Roosrve.tt. When it expands in that area, is it a different type of 
production? Is it production that is an integrated production at 
that point as against the nonintegrated where it is closing down? 

Mr. Turnsuu. It could be an integrated production, but in all in- 
stances it is a much larger production. 

For example, in Iowa the average farm perhaps would have 400 
layers. 

The new production units coming into being are much larger, five, 
ten, fifteen thousand layers. 

Mr. Roosevett. I am interested because in your exhibit 3, geographic 
location of the failures you report, the next to the largest number is in 
the South. 

Mr. Turnsuti. That is true. The South had many small hatch- 
eries in years gone by and these figures, incidentally, Mr. Roosevelt, 
are prepared by the Department of Agriculture and the Depart- 
ment’s definition of hatchery would include perhaps the hatchery 


with an incubator capacity of only 2,000 eggs which is quite minor. 
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Mr. Rooseven'r. What figures were prepared by the Department of 
Agriculture ? 

r. TurNBULL. All figures on hatchery population. 

Mr. Rooseverr. But not on exhibit 3? 

Mr. Turnsuu. I am sorry. 

In exhibit 3, these are all my figures, that’s right. 

But what I am pointing out, 22, for example, out of 

Mr. Roosrvert. So it 1s really the little fellow who has been in the 
business that is really getting squeezed out of business. 

Mr. Turnsuut. That. has been the trend. Since I know a number 
of these individuals personally, Mr. Roosevelt, a great many are the 
result of retirement with no one to carry on. 

Mr. Roosevetr. That also isn’t borne out by your table because of 
the reasons for closing operations, 25 list age, ‘health, and retirement, 
und 69 indicate industry and economic conditions. 

4 that wouldn’t quite bear out that statement. 

. Turnsutt. I might depart from this just for a moment to 
ae a parallel in my own family. 

My fither i is a blacksmith. He is 78, and business is terrible. 

Mr: Roosevett. I should think it would be. 

Mr. Brown. In other words, there is an economic factor to explain 
these small hatcherymen—their financial backing. 

They are in trouble, aren’t they / 

Mr. Turnsuwu. Very definitely they are in trouble. 

However, as I also pointed out, owr greatest mortality to date has 
eceurred not in the broiler inductey, but in the egg industry as far 
as the hatchery industry is concerned. That may switch. 

It is also probably true that there are fewer but larger hatcheries 
engaged in the production of broiler chicks. 

Mr. Brown. If the broiler producers—that is, the hatchery pro- 
ducers—and the hatcheries associated with broiler flocks are not in 
trouble now, somebody is underwriting a whale of a loss. 

Mr. Turnsut. I think so. 

Mr. McCutiocn. Mr. Chairman, since we are going into this ques- 
tion of profit and loss, I think it would serve a useful purpose to put 
into the record a history of profit and loss in this undertaking. 

If we started at 1945, could you, from memory say, gener rally yer 
by year whether the broiler industry was a profitable industry o 
not? 

Mr. Turnsutw. By and large the broiler industry has been profitable 
year in and year out. 

Mr. McCutzocn. A person who has been an efficient, hard working 
businessman, if he has been in business consistently for some 10 or 
15 years, has fared, on the average, about as well as other economic 
activities in this country? 

Mr. TurNBuLL. Yes, yes. 

Mr. McCvixocu. The years about. which we are talking obviously 
are regrettable, but there was a loss in accordance with the economic 
pattern of this country back over the years. 

We have years of prosperity in certain undertakings and we have 
years when the pr osperity isn’t so great. 

Mr. Turnsutt. That’s true. 1952 was a tough vear in the broiler 
industry; 1954 was a tough year; 1956 was a tough year, 
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The only difference is that the 1956 depression is extending into 
1957. It is not correcting itself as quickly as it should have. 

Mr. McCuttocn. I figured from what you have said before that 
you would not want the United States Government to go into some 
activity which would regulate the price of poultry or eggs, poultry 

roducts. 

Mr. Turnsuty. When you say regulate the price, do you mean sup- 
port the price? 

Mr. McCunxocn. In any way that you would want to interpret 
“regulate.” 

Mr. Turnsuut. I think we would be in worse trouble than we are 
now. 

Mr. Brown. Would the gentleman yield at that point for one ques- 
tion ? 

Mr. McCutxocn. Certainly. 

Mr. Brown. Would you think it is advisable for private companies 
to insure the price of broilers or turkey meat or eggs, any more than 
the Government ? 

Mr. Turnsut. Based on past experience, obviously not. 

Mr. McCuttocn. Do you think that a private organization could 
pon or insure the price of any commodity unless there was violation 
of law? 


Mr. Turneute. I don’t see how it could, insurance commodity vio- 
lation or not. 

Mr. McCuttocn. You would even go further than I would in your 
reasoning in that field ? 

Mr. Turnsuiy. If you can insure for me the egg futures should 
retire anyway are dropping out, and that there is nothing to be 
alarmed about—I don’t think you quite stated that—I must say that 
in al] fairness. 

But do you feel that the exhibit gives a really true picture of the 
situation in the industry or just in the situation of people who have 
actually closed their doors and not in the case of people who may be 
going to close their doors in the near future ? 

Mr. Turnsuty. We had 92 who wrote back saying specifically that 
they had shut down or were shutting down permanently. 

We had 175 who wrote that they were not certain what they were 
planning to do. They were considering closing down. 

Now, we had about 200 who returned the questionnaire anyway but 
indicated that they were going to continue operating. 

I think in the short space of time we have had we obtained a pretty 
fair response. 

Mr. Roosrveur. One last question, Mr. Turnbull. I have gathered 
from your testimony that you are against any further Government 
controls of any kind and that you think primarily the problem is one 
which can be solved within the industry if the question of advancing 
credits to poor risks is controlled by the industry itself; is that correct ? 

Mr. Turneutu. I don’t believe [ have ever been asked the question 
before whether I was opposed to control; that had to do with prices, 
but on the matter of controls let me say that I wrote an editorial in 
our federation publication stating that wp to this point no one had 
advocated or formulated a control prgram which I felt would do any- 
thing for the industry above and beyond what we have now. 
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In other words, sure I would be for a formula if you could find one 
that would guarantee prosperity. 

I just don’t think anyone is going to find that formula. 

I hope they do. 

Mr. Roosrveur. I am interested in your April 22d issue in which 
you say that no production controls have ever worked. 

If I understand it, the oil industry has put a meter on every pump, 
and has that destroyed the meter industry ? 

Find out about the pro rata law. I don’t quite follow what you 
had in mind. 

Mr. Turneutu. I don’t believe that is any quote from my bulletin. 

Mr. Roosrvetr. Not from yours? 

Mr. Turneutt. I will be glad to comment on the difference between 
the oil industry and this industry. 

Mr. Roosrvett. Iam sorry. I thought that was yours. 

But certainly am I correct in feeling that you wouldn’t be for price 
supports ? 

Mr. Turnpeuty. Definitely not. 

Mr. Roosrvetr. You wouldn’t be for subsidies on poultry products ? 

Mr. Turnsuu. Definitely not. 

Mr. Roosrverr. You don’t want any Government buying of sur- 
plus? 

Mr. Turnspuuyt. We have had some. We have some currently, but 
I can’t see that it has helped the market particularly. 

Mr. Rooskrvetr. It is not a fundamental answer ? 

Mr. Turnsutu. No. 

Mr. Roosrveir. What is the fundamental] answer if you know it or 
want to advance it to the committee ? 

Mr. Turnsutt. I don’t have it. 

Mr. Brown. At this point, Mr. Turnbull, here we are in a situation 
where in 1956 people engaged in the poultry industry were losing 
money right and left. 

Hatcheries, you indicate, the smaller ones, were falling by the way- 
side, and you indicate that there are more going to fall by the wayside 
in the near future, and yet we are in a situation that you outlined that 
is more or less self-feeding. :Here it is, a hatcheryman, a feed dealer, 
a feed manufacturer engaging in the production of broilers and tur- 
keys and eggs, perhaps, or at least in the broiler industry. They have 
a certain capacity in the hatchery industry or the hatchery instance 
that they like to keep working. They have a tremendous investment 
in those incubators, and so forth, and they have to keep producing. 
The supply has not reverted back to demand in the last 16 or 17 
months, as indicated by the Department of Agriculture. 

Where is this thing headed ¢ 

Mr. Turnsutt. I wish I knew. I am afraid to look. 

Mr. Brown. Do you think the industry itself can correct it? 

Mr. Turneutt. It will be corrected. 

Mr. Brown. How will it be corrected ¢ 

Mr. Turnsuti. As margins continue to narrow, a great deal of the 
speculative interests which the industry has invited will disappear. 

Mr. Brown. There will be bankruptcies and receiverships, and that 
is the way it will be corrected ¢ 

Mr. Turnsuty. That is one way, but that isn’t exactly what I in- 
tended to convey. 
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As these margins narrow, we will have fewer persons being at- 
tracted to the poultry industry. 

I presume every man some day hopes to retire to a chicken farm. 
He has a desire to work 7 days a week instead of 5. 

Mr. Roosrvetr. Not after listening to your testimony. [Laughter. ] 

Mr. Turnsutu. There have been periods of lush profits in our busi- 
ness. Those periods are becoming fewer, few and far between. 

I think we will be working toward stability so that unless a man 
is extremely eflicient he cannot expect to, well, to use the word, make 
a killing. 

It has been generally assumed that you could probably, you might 
lose on 1 or 2 broods of broilers a year but you will make it back on 
the others and gain a little bit more. 

I think the time is fast approaching when you will possibly be able 
to make a little bit on each brood but not very much. 

Mr. Brown. I am interested in this line of reasoning and I am 
quite perplexed by it, Mr. Turnbull, not only in the field, this field, 
but in others, that as the supply increases there will be more wash- 
outs, more bankruptcies, more business failures, and therefore there 
will be fewer people doing it. 

But have you not indicated by your very testimony that the few 
who remain can still expend their capacity and 90 percent, in certain 
sections, of the broilers that are being produced, are being produced 
under this sharecropping, captive market type of arrangement, what- 
ever you want to call it? 

How do you feel that getting the little one out, the man who is sit- 
ting out here with a 2,500 capacity house that is producing maybe 
10,000 broilers a year, getting him out and leaving the man in who 
controls the hatching of the eggs, in many instances gets his feed at 
wholesale, and can produce those broilers so much more economically 
than the little man, would he not have the incentive to just keep 
producing and keep producing? 

Mr. Turneutyi. He sure will. You answered it yourself when 
you said he had increased efficiency. 

Mr. Brown. It is increased efficiency if the end result is that the 
man loses 8 cents per bird ? 

Mr. Turnsutt. Let’s hope there won’t be more years like this last 
one. 

Mr. Brown. Are you recommending that the only answer right now 
isa hope and a prayer? 

Mr. Turnsputu. That is a mighty good answer. 

Mr. Brown. I agree with you on the prayer and I think more people 
should engage in it. I am just wondering if the hopes are justified. 

Mr. Turnsutt. I don’t think this industry is going to disintegrate, 
and I don’t use that as a pun. 

I think I said in the last two paragraphs on the last page of my brief 
ea people are going to eat more poultry and eggs as the years go 
along. 

[ heard, I read in the Wall Street Journal this week that the large 
red-meat, packers are hurting this year because of the competition 
from poultry meat. 

We have good years ahead and I suspect that there will be more 
persons employed in the business of producing, processing, and mar- 
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keting poultry and eggs next year and 10 years from now than there 
were 5 years ago. 

But the type of employment will change. 

Mr. Brown. In other words, there will be more people in it but they 
will be working for somebody else in growing birds at so much per 
thousand, wages ? 

Mr. Tvrneutt. They will be working for someone else in many 
ways. 

Mr. Brown. You have used the parallel earlier of the automobile in- 
dustry. I can see where this thing narrowed down to a very few who 
controlled 1,500 million broilers, and so many hens and so many tur- 
keys, that they could adjust very economically to demand. 

Mr. Turnsutt. Yes. : 

Mr. Brown. But as the gentleman from Ohio pointed out so elo- 
quently in behalf of his Ohio growers and may I say that most of my 
growers in south Missouri are still the independent type, more or less, 
is that a good thing? Is it a good thing for it to become so concen- 
trated where the supply could be controlled to meet demands? 

Mr. Turnevuty. That is a social question and I presume we can de- 
bate that from here to eternity. 

Mr. Brown. You have had many rather firm opinions about other 
social questions regarding Government and so forth. Do you have 
any opinions on that social question, Mr. Turnbull? 

{r. Roosevert. Mr. Chairman, if you will yield to me for a mo- 
ment, I don’t think that is a social question at all. That is an economic 
question. 

In other words, is it good for the economy or will it work better 
for the economy if we become so restricted to this small number? 

Mr. Brown. A very good point. 

Mr. Roosevett. Particularly in relation to the consumer. 

What happens to the consumer when this happens eventually, not 
now, when it is falling apart, but after it pulls itself together and it is 
all in the hands of these 2 or 3? 

Mr. Turnsutt. I don’t know. Currently, Mr. Roosevelt, I believe 
fryers were advertised in the Washington papers today at 33 cents 
per pound. 

Mr. Roosrvetr. I have been eating chicken for a week. 

Mr. Turnputy. We commend you for it. 

If you could get all the other Members of Congress to helyp—— 

Mr. Brown. Do you feel that 29 cents is too low a price considering 
what the producer gets out of that price ? 

Can he make a decent living producing chickens that sell at 29 
cents? 

Mr. Turnsutw. Retail price at 29 cents I don’t believe would reflect 
a profit to a grower. 

{r. Brown. You have indicated that the answer is to hope that 
some of this production capacity will drop off and that that price will 
go up to where the grower does get a decent price. 

Mr. Turnsutu. The preferred hope would be that Mr. Roosevelt 
could get more persons in Congress and across the United States to 
eat more chicken. Then we won't have to have these people drop out. 

Of course, the industry is working toward that goal. 

Mr. Brown. In the long run, that, of course, is the answer. 
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Temporarily, these growing pains and these real pains of producin 
broilers at too low a price, or eggs, poses a problem that you say will 
be corrected by bankruptcies and by business failures eventually. 
Doesn’t that indicate that you believe that this correction is going to 
come from getting the price up for those who remain in the industry 
or in the field ? 

Mr. Turnsuiyt. You make it sound rather insidious. 

Mr. Brown. I do not mean to. Isn’t that the way the law of supply 
and demand works ? 

Mr. Turneuty. It does appear to be working that way in our in- 
dustry right now. 

] might say that as far as the size of hatcheries is concerned, I sus- 
pect that there are going to be some big hatcheries closed. 

Mr. Brown. Let me go on record right here that I am the strongest 
proponent of the law of supply and demand that there can possibly 
be. I just like to make sure that it functions and if I sounded imsid- 
ious about it, I certainly didn’t intend to. 

Mr. Turneute. It is functioning in our industry except that we 
are not cutting the supply back as fast as we probably should. 

In last December we encouraged the hatchery industry to cut back 
on its sets in an effort to restore » stability, The hatching industry did 
so to the best of its ability. 

We did gain a little respite from the overproduction, but it was 
short lived. Hate herymen who were tied to hatching egg contracts 
had no alternative but to go ahead and put the eggs in the machine. 

Mr. Brown. Mr. Turnbull, do you feel that when the feed manu- 
facturer gives a liberal credit extension to a feed dealer for the pur- 
pose of growing broilers or producing eggs, or for growing birds, does 
that encourage farm production, the production of that item? 

Mr. Turneutt. Yes. 

Mr. Brown. Do you know—maybe this wouldn’t be a fair question 
to ask of you—but do you have any personal knowledge whether there 
has been any effect on the overall production of the feed mannfac- 
turers actually engaged in farm production ? 

Have they pr oduced more feed because of engaging ¢ 

Mr. Turnevty. As a result of these. 

I wouldn’t have definite figures, Mr. Brown, but I think it follows 
that the tonnage has been increased through financing, credit, or 
whatever you w ant to call it. 

Mr. McCuttocu. Have the members of your association, large or 
small, in substantial number indicated to you that it would be their 
desire that the United States Government go into this economic 
activity to aid them in one way or another, by price fixing or credit 
limitation or otherwise? 

Mr. Turnsuti. A few have. 

Mr. McCuttocu. Would you say by “a few,” a given percentage ? 
You have over 4,000 members, as I recall. 

Mr. TurnButL. Yes. 

I would say that since January 1 to date that we have not received 
at the federation headquarters in excess of—this is a very liberal 
figure—40 letters from members asking far production controls. 

“Mr. McCuttocn. F orty ? 

Mr. TurnsutL. Forty. 

Mr. McCuttocnu. That is less than 1 percent. 
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Mr. Turnsuuy. As a matter of fact, I think I could cut that to 
perhaps 25 and be safe. 

Mr. McCuttocn. As I understood you to say before, over a period 
of 15 or more years, this has been a reasonably profitable undertaking 
in America? 

Mr. TurNBULL. Yes. 

Mr. McCutiocn. All the while you have done that which is one of 
the greatest attributes of private industry and a capitalistic society, 
you have been providing more and more poultry meat for more and 
more people at less and less cost ? 

Mr. Turnsuty. That is correct. 

Mr. Brown. During the years of profit in the industry, and the 
happy years in the industry, would you say that most of the produc- 
tion of poultry and eggs was in the hands of independent growers? 

Mr. Turnsu.t. Up through and until the last 4 years. 

Mr. Brown. The new development that has opposed the problem 
of slow adjustment to demand has been the so-called integration; is 
that correct ? 

Mr. Turnesuti. Yes. To use the term covering many definitions. 
Incidentally, Mr. Congressman, Mr. Chairman, I would like to point 
out that hatchery capacity has declined from 1953 through 1956 ac- 
cording to a survey released by the Department of Agriculture since 
January 1. It has been a minor decline but it has been the first decline 
that I can recall, and I have been in the industry since 1937. 

Mr. Brown. Any questions, Mr. Dalmas? 

Mr. Datmas. I would like to ask the witness if he would care to 
give us his interpretation of an independent grower. 

Mr. Turnsuty. An independent grower would be one who buys his 
chicks where he wants to, grows them as he pleases, markets the 
chicks or the eggs as he pleases and to whom he pleases. He has full 
control over the operation. 

Mr. Datmas, Thank you. 

Mr. McCutxocn. I do have one question, Mr. Chairman. 

Have you had any complaints or discussions with any of your mem- 
bers with respect to any possible difficulty of delivering poultry to 
the ultimate market in any metropolitan area ? 

Mr. TurnsBut. No, not that anyone has discussed directly with me. 

Mr. McCuutocn. You know of no transportation difficulties with 
respect to the delivery of poultry to the metropolitan markets? 

Mr. Turnsuty. No; unless you would define what you mean by 
“transportation difficulties.” 

Mr. McCutiocn. Any difficulties that have been of concern to your 
members without qualification of any kind, even to the extent of trip 
loading, certificates of public necessity and convenience, empty trucks, 
and so on? 

Mr. Turnsut. I have no knowledge. No one has discussed it with 
me, no. 

Mr. McCutiocn. You have no knowledge? 

Mr. Turnevuty. No. 

Mr. McCutxocu. I think, Mr. Chairman, that that is a field which 
we might explore before we bring this hearing to a conclusion. 

I think there are some fields that might prove to show up paydirt. 

Mr. Brown. I agree with the gentleman. 
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Just one further question along that line before we break for recess. 

To your knowledge, do most of the hatcheries around the country 
do their trucking by the common carrier or do they own their own 
trucks or converted school buses or what ? 

Mr. Turnsuiy. They own their own trucks. 

Mr. Brown. They own their own. They do not come under the 
ICC regulations because of dealing with on-the-farm or off-the-farm 
commodities ; is that correct? 

Mr. Turnpuiy. Only with respect to safety regulations. 

Mr. Brown. Yes, sir. 

Mr. Turnbull, thank you very much for your splendid cooperation, 
your fine statements, and the help you have given this committee in 
the study of this industry. 

Mr. Torneutu. Thank you. It has been a pleasure. 

Mr. Brown. At this point in the record I want to include, without 
objection, a prepared statement from the Arbor Acres Farm, Inc., 
signed by Mr. Henry Saglio, president. 

(The statement referred to follows :) 


STATEMENT FOR SUBCOMMITTEE No. 6, SMALL BUSINESS COMMITTEE, HOUSE OF 
REPRESENTATIVES 


Arbor Acres Farm, Inc., is engaged essentially in producing and selling basic 
breeding stock for the eventual production of commercial broiler-hatching eggs. 
We sell parent stock (usually the female parent only) to hatching egg producers 
or hatcheries who, in turn, reproduce our stock into hatchable broiler eggs. We 
are 1 of approximately 10 principal suppliers of this kind of product for the 
meat chicken industry. 

Arbor Acres Farm has been in existence for 40 years. Its founder, Mr. Frank 
Saglio (deceased 1952) engaged primarily in raising fruit and vegetables. He 
began poultry raising in the 1920’s. Since 1950, poultry has been the farm’s 
only product. The business today is owned and operated by three of his sons, 
Charles, John, and Henry Saglio, of Glastonbury, Conn. 

Henry Saglio, president of the farm, has headed the poultry phase of Arbor 
Acres from its beginning. In the early years, he kept the commonly used 
breeds of chickens (White Leghorns, Rhode Island Reds, Barred Plymouth 
Rocks) for egg production, salvaging the birds as meat at the end of their 
productive laying period. In 1937 a local processor of poultry encouraged him 
to develop a more acceptable type of bird for its meat qualities, with bright 
yellow skin, plump breast, white feathered for easier cleaning. Out of this 
request evolved the strain of birds to be known as Arbor Acres White Plymouth 
Rocks. 

Through the early 1940's, most of the farm’s birds were marketed through 
this local processing plant. In time, the word naturally spread about the 
Glastonbury farm producing an acceptable product, and several other New 
England poultrymen offered to purchase some of the stock. In 1946 a 3-year 
industrywide program called the chicken-of-tomorrow contest (sponsored by 
A, & P. Food Stores) began, for the purpose of encouraging poultrymen. to 
breed stock with better meat quality. Arbor Acres placed second in this national 
competition, which concluded in June of 1948, This achievement gave the farm 
sufficient prominence that orders for breeding stock were received from many 
sections of the country. 

As consumer acceptance has grown, so has Arbor Acres enlarged its produc- 
tion, reesarch, and personnel to where we now supply approximately 35 to 40 
percent of the Nation’s female breeding stock. An important part of our 
operation is the cooperative efforts of 40 to 50 completely independent hatching 
egg producers who market their products through Arbor Acres Farm. 

Mur income depends almost entirely on the sale of pullet chicks. We do not 
engage in the production or sale of commercial broiler hatching eggs or com- 
mercial broiler chicks, except that the cockerel or male chicks separated as a 
byproduct from our pullets at hatching time are sold or raised to marketable 
size. 
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In our business, the transportation of day-old breeder chicks and of breeder 
hatching eggs has been a major problem. In an effort to solve this problem, 
we have during the past 3 years tried to decentralize our production. We 
presently operate farms and hatcheries (exclusively for the production of 
breeding stock) at North Stonington, Conn.; Skowhegan, Maine; Concord, N. C.; 
Gainesville, Ga.; Springdale, Ark.; San Luis Obispo, Calif.; and Thorntown, 
Ind. Offices and research are maintained on the home farm at Glastonbury, 
Conn. 

By decentralizing in this way, we believe we have benefited in many ways. 
First and foremost, we can perform far better service to those poultrymen 
who choose to use our stock. Instead of shipping chicks hundreds or thou- 
sands of miles during which time they are subjected to many hazards (delays, 
weather conditions, temperature extremes, poor handling, ete.), we can de- 
liver to most major poultry areas in our own trucks in a matter of hours. 
Much of the risk is eliminated. The hatching egg producer receives his chicks 
in much better condition, with far less death loss on arrival. 

Moreover, we have service people who function out of our branch operations. 
If problems or difficulties should arise, one of our employees can reach the 
affected farm in reasonably short time to offer assistance. The industry has 
acknowledged our branch operations as being of great value and service, just 
as the branches of our competitors perform an equally valuable service to their 
customers. Such a program is conceded to be important in virtually all fields, 
but is especially so in our industry wherein we deal with a highly perishable 
commodity. The amounts of money previously lost by farmers on chicks dead 
or in poor condition after shipment would undoubtedly be phenomenal if such 
figures could be ascertained. 

It has been the policy—and remains the policy—of Arbor Acres Farm not to 
sell its product under a franchise plan. It is our belief that franchising limits 
the production of quality poultry and encourages unethical practices in the 
industry. If a particular breed or strain of chicken is superior in its basic 
qualities to make it highly acceptable for volume commercial production, it 
should be made available generally, so long as quality standards can be main- 
tained on a mass-production basis. 

In this respect, it should be pointed out that a very large and comprehensive 
research program is necessary if progress is to be made in breeding meat chick- 
ens. The expense of such a constant research program is very great. Only 
by having considerable sales volume can such a program be supported. This 
raises the question of how many female line breeders the poultry meat industry 
can amply support. Being of its present size, the industry (in our opinion) 
probably cannot support more than half of its currently 10 leading suppliers on 
a large enough scale to enable the research and progress necessary to keep 
poultry competitive with other meats. 

Poultry genetics is an extremely complex field. Our staff of 3 geneticists, 
and the 30 people working with them, can no longer measure progress in breed- 
ing by former standards. Whereas we used to strive for genetic improvement 
of a quarter pound in growth potential in one generation, for example, we now 
think in terms of ounces and fractions of ounces per generation as a tremen- 
dous economic advancement. To the farmer with 10,000 broilers, an extra ounce 
of weight on each chicken would amount to more than $125 extra income per 
batch of birds at today’s market prices. Under less depressed conditions, con- 
siderably more would be earned. 

Our stock is available to anyone, large or small, who places his orders 
reasonably in advance, lives up to our terms of payment, and who will not dis- 
credit our product through poor integrity, ethics or method of operation. 

Our terms consist of payment in advance of shipment, or c. o. d., until a 
customer has established credit with us. If credit has been established, we 
ship open account with payment due within 30 days. Any invoice unpaid within 
30 days is considered delinquent, and subsequent shipments normally are not 
made until the account is brought within the 30-day limit. In the case of some 
customers, special arrangements have been made and exceptional time and 
amount limits have been granted, with proper security. As a general policy, 
however, we have not approved of, or engaged in, loose extension of credit. 
This merely tends to encourage less efficient operators to expand and contributes 
to overproduction while detracting from the quality of poultry meat. 

We have found that we cannot operate our business by extending excessive 
credit. Arbor Acres has always been on a sound financial basis. We have not 
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extended not only by individual profitmaking organizations, but by the Gov- 
manner, we must expect our customers to do likewise. 

Basically, we believe in the economic law of supply and demand. We know 
it applies in the poultry industry just as in all other lines of business. When 
we produce too many broilers, the price has to drop. When we have deficit pro- 
duction, the price must go up. At the same time, there have been a number of 
factors working within the industry that seem to hasten our ups and downs 
and keep us on a regular boom or bust cycle. The biggest one is credit—credit 
extended not only by individual profit-making organizations, but by the Gov- 
ernment itself, by our present methods of taxation and the credit policies of the 
FHA (Farmers’ Home Administration) production credit, etc. 

We believe it would be detrimental to the food economy of the United States, 
and to many thousands of people who earn their livings directly in, or allied 
with, the broiler industry, if production were to be regulated or future expan- 
sion and growth restricted. At the same time, it is apparent that some self- 
eontrol must be exercised by those of us in the industry if we are to avoid the 
severe economic depressions in which we find ourselves at frequent intervals. 

If legislation of any kind is required in the poultry industry, we believe it 
need come only at the financing level, after a careful analysis of the tax struc- 
ture and Federa! loan agencies. We would, however, be opposed to any form 
of regulation beyond this point. 

We believe in the future of the meat-chicken industry and in our ability, 
somehow or another, to solve our own problems. We are confident that the 
broiler business need not be what is often called a captive industry. ‘The in- 
dependent businessman, whether a breeder, grower, or whatever his specialty, 
must be indirectly, but not necessarily directly dependent on each other segment 
of the industry. 

Yet in order to attain the efficiencies required, we must be streamlined and 
have mass production. As our industry gets bigger, each of us must grow with 
it. Reasonable profits, but less margin per unit, all contributing to the pro- 
duction of top-qualiy chicken marketable at prices fiercely competitive with 
other foods, should provide adequate incentive for a man to stay in the chicken 
business. 

We view integrated operations as a means to an end which have yet to demon- 
strate their absolute value. If they prove to be more efficient systems of pro- 
ducing chicken meat on a quality basis, they belong. If not, they can’t and 
won’t survive. Every man must run his business in the way he feels best and, 
in doing so, he takes a ealculated risk. Nobody is forcing anybody else to do 
anything he doesn’t want to do. 

AS a very young and headstrong industry, the broiler people have yet a lot to 
learn. We're still green in the field of marketing. We're many years away 
from the saturation point in genetic and nutritional research. We still are hay- 
ing our growing pains and we can’t expect to lie in a bed of roses without getting 
pricked by an occasional thorn. When we learn more about pruning our own 
roses, we'll have reached maturity as an industry. Meanwhile, we must ap- 
proach our own problems with a clearer head and with a little less alarm. 

Submitted by: 

Arpork AcRES FARM, INC., 
HENRY SaGuwio, President. 


Mr. Brown. The committee will stand in recess until 2 o’clock. 
(Thereupon, at 12:15 p. m., a recess was taken until 2 p. m., the 
same day.) 
AFTERNOON SESSION 


Mr. Brown. The committee will be in order. 

The Chair would like to make this observation before we proceed 
for the afternoon. We have now received background material on 
this situation, and are moving into the field of specifics. 

The witnesses who will appear from now on out through the hear- 
ings currently scheduled for Washington can help us, indeed, by fur- 
nishing us as much specific information as possible, but without deal- 
ing in names. 





102 PROBLEMS IN THE POULTRY INDUSTRY 


For instance, when questions are asked concerning any phase of an 
operation, the committee does not intend to pry, nor does it intend to 
infringe on anybody’s privacy. But we do need information that is 
specific, without involving names, insofar as possible. 

The Chair would like to call as the first witness for the afternoon 
session Mr. George Gibson, of Yieldmor Feeds, Inc., of Piqua, Ohio. 

Would you raise your right hand, Mr. Gibson ? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Gizson. I do. 


TESTIMONY OF GEORGE C. GIBSON, GENERAL MANAGER, YIELDMOR 
FEEDS C0., INC., PIQUA, OHIO 


Mr. Brown. Would you identify yourself and your firm, please? 

Mr. Gisson. My name is George C. Gibson. Iam general manager 
of Yieldmor Feeds Co., Inc., Piqua, Ohio. 

Mr. McCutzocn. I would like to add at this point that that is in the 
Great Miami Valley, which has seen fit to send me down to Congress, 
and, save only the chairman’s district, the finest district in the United 
States. 

Mr. Brown. I appreciate the gentleman’s kindness in calling atten- 
tion to that district. I am sure he has an equally fine district. 

Mr. McCu.tocu. I would also like to say that the Great Miami 
Valley received the first flood-control plan in the country, if not in the 
world. Those planners included, among others, Dr. Arthur Morgan 
and that great Jeffersonian Democrat, James M. Cox, who at one 
time was a Member of Congress and the Democratic nominee for 
President. 

That plan, so conceived, was carried to completion, financed, and 
completely paid off by the people who live within the district. 

Mr. Brown. I think that the committee, as well as the people pres- 
ent at the hearing, enjoy hearing that from the gentleman. 

Mr. Gibson, I have just a few questions that can be very simply 
answered, I think, that the committee would like to ask each witness 
this afternoon. It will help in the reading of the record, at least for 
those who will read it but did not hear it. 

First. of all, Mr. Gibson, would you classify your firm and its rela- 
tionship to the industry? Are you a feed manufacturer, a feed dealer, 
or 

Mr. Gipson. Feed manufacturer. 

Mr. Brown. How long has your firm been in this business? 

Mr. Gisson. Nine years. 

Mr. Brown. Have you, or are you now growing any broilers, as a 
company ? 

Mr. Gisson. We are not growing any as a company. 

Mr. Brown. Are your dealers growing any broilers? 

Mr. Gipson. Some of the dealers may. 

Mr. Brown. Did your firm take out any poultry impairment insur- 
ance in behalf of your dealers last year, on their growing operations? 

Mr. Gisson. No. : 

Mr. Brown. I believe that is all that would apply in your instance 
right now. 
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Do you have a statement you would like to give the committee, Mr. 
Gibson ? 

Mr. Greson. We did not make a prepared statement. We filled out 
these questions that were submitted. If you want to hear them, O. K. 

Mr. Brown. Suppose, then, that we just proceed with the questions. 

How did or how does your company obtain working capital, stocks, 
bonds, bank loans, for the calendar years, or fiscal years 1953-56? 

Mr. Greson. Direct loans from the bank, and we discount some 
trade acceptance papers. 

Mr. McCuttocn. Mr. Gibson, I believe the name of your company 
is Yieldmor Feeds Co., Inc., is it not ? 

Mr. Gisson. That is right. 

Mr. McCuttocn. It is an independent producer of feed, is it not? 

Mr. Gipson. That is right. 

Mr. McCvuttocn. Owned by a limited number of stockholders? 

Mr. Gipson. That is right. 

Mr. McCuttocu. Financed, as you have just now indicated ? 

Mr. Gizson. That is right. 

Mr. Brown. If I may, I would like to proceed with some questions 
at this point, along these lines. 

Have you ever secured any capital by way of loan from the United 
States Government or any of its agencies? 

Mr. Gipson. No, sir. 

Mr. Brown. Have your operations generally been profitable for ¢ 
period between 1950 and 1955? 

Mr. Gisson. Our overall operations have been generally profitable. 

Mr. Brown. Has the volume of your poultry tonnage—that is, the 
poultry feeds you sell—shown an increase during the last 5 years? 

Mr. Gipson. The volume has practically doubled on your broilers 
in the last 5 years. 

Mr. Brown. Have you found it necessary to go into some kind of 
a financing arrangement in order to compete for business in the broiler, 
turkey, or egg field ? 

Mr. Gipson. Well, we haven’t gone into a financing program, as 
such. We take out some trade acceptances on open accounts. 

Mr. Brown. Is that in the broiler field, the turkey field, and the egg 
field ? 

Mr. Gisson. Just the broiler field and the turkey field. But in many 
instances, it is open account. 

Mr. Brown. Are your trade acceptances in the broiler field for a 
90-day period, or—— 

Mr. Gipson. No; the trade acceptance is for a 70-day period, but 
they average out probably about a 40-day period. We don’t give a 
full trade acceptance all the way through. 

Mr. Brown. You manufacture feed and sell it through franchised 
dealers; is that correct ? 

Mr. Gipson. Yes. 

Mr. Brown. When you sell the feed to the dealer, in the instance of 
these trade acceptances in the broiler field, for example, is there a 
difference in price on the feed sold in exchange for trade acceptances 
than there is in the price for cash ? 

Mr. Gipson. No. 

Mr. Brown. No differentiation ? 

Mr. Gipson, No. 
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Mr. Brown. Any interest charged on open accounts ? 

Mr. Gipson. Yes. 

Mr. Brown. That is the going rate of interest, I would judge? 

Mr. Grsson. That is right. 

Mr. Brown. What is the interest rate right now ? 

Mr. Gipson. Six percent. 

Mr. Brown. Is that what it has been, roughly, during the last 5 
years ? 

Mr. Gipson. Yes, that is what it has been during the last 5 years. 
It is what we have used, anyway. 

Mr. Brown. Has the interest rate gone up on the money that you, as 
a company, have had to acquire during the last 5 years? 

Mr. Gipson. It has, probably, this last year, a little. 

Mr. Brown. What is your projection for the future of this poultry 
industry, Mr. Gibson? Do you think the outlook is good, bad, or 
indifferent ? 

Mr. Greson. Well, we always have had a poultry industry. Our 
growth has been, in 5 years, practically doubled. We have hopes 
for the poultry industry. It is possible to go out and get a lot more 
feed, if you want to set up excessive credits where it isn’t warranted, 
which we will not make a practice of doing. We think that there is 
a good future in the industry. 

Mr. Brown. Do you think that the independent producers that you 
sell, and the independent franchised dealers, have suffered any at the 
competition from the integrated operations? 

_ Mr. Grnson. Yes; integration, or so-called integration, is moving 
into our area. 

Mr. Brown. Do you feel that Yieldmor Feeds will be able to com- 
pete with that integration, toe to toe, on the same basis? 

Mr. Greson. We don’t know. 

Mr. Brown. But as yet, you have not gone into the so-called con- 
tractual arrangements? 

Mr. Gipson. No, not as yet. 

Mr. Brown. Have your people in Ohio lost business to growers from 
other States who are integrated ? 

Mr. Gipson. Yes. 

And there are some houses closing up where there are no integrated 

rograms set up. Our dealers in Ohio, and the grower in Ohio, is 
benny the independent. 

Mr. Brown. Do you think that the growers, the processors, the 
hatcherymen, the feed dealers, and the manufacturers were happier 
and possibly a little better off economically under this independent 
setup, before integration arrived, than they are now? 

Mr. Gisson. Yes, I do. 

Mr. Brown. In other words, you are disturbed at the trend toward 
integration ? 

Mr. Gipson. We are. 

Mr. Brown. Will the integration pose real problems for you, and 
what problems have you discussed at the company, that they are 
involved in? 

Mr. Gisson. The problems are ae more so all the time, of 
the houses that are not filling up with broilers. The problem is 
whether to leave them sit or to work out some type of a program with 
them. 
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Mr. Brown. Now, those idle broiler houses in your area, Mr. Gibson, 
are any companies or any dealers going to those people ‘and offering 
them any arrangements to grow birds on a guaranteed basis? 

Mr. Ginson. Y es, there are some companies doing that. There is 
a turkey program going through the area on an integrated program, 
which we haven’t had in turkeys in Ohio as yet. 

Mr. Brown. Would you describe that turkey-growing program 
for us? 

Mr. Gisson. Twenty cents a bird on broiler turkeys, and 50 cents 
on the 6 months’ turkey, or the fall turkey. 

Mr. Brown. In other words, the grower will receive-—— 

Mr. Gisson. Fifty cents a bird. 

Mr. Brown. Now, is that on the birds actually marked, or the bird 
started ? 

Mr. Greson. I understand there are different type programs. I 
have not seen one, but I understand it is in the area. 

Mr. Brown. Is this turkey-growing program becoming extensive 
inthe area? Are there lots of people signing up on it? 

Mr. Grieson. No. The turkey grower in Ohio has been rather 
successful. Our turkey losses in Ohio have been practically nothing. 
We can’t say that about the broilers. 

Mr. Brown. Turkey growers in Ohio have made more than 50 
cents per bird ? 

Mr. Gipson. Oh, ves. 

Mr. Brown. Would you say that your people do not want that 
sharecropping plan ? 

Mr. Gigson. No, we don’t want it. 

Mr. Brown. Mr. Gibson, do you feel that your Company can make 
a ton of feed as economically as a larger competitor? 

Mr. Grrson. I would say so. 

Mr. Brown. Do you feel that some companies have been selling 
credit more than selling feed in recent years in this poultry industry? 

Mr. Greson. I understand that is what might be happening. 

Mr. Brown. Have you seen it happening in your area / 

Mr. Gipson. Yes, in the southern part of it. 

Mr. Brown. Have you lost any business because you can’t match 
the credit terms, or do not choose to match them ? 

Mr. Gisson. We could match them, but we do not choose to. 

Mr. Brown. What is your real objection to matching them, Mr. 
Gibson ? 

Mr. Gisson. Well, the line of credit that you would have to estab- 
lish is maybe a borderline credit, and in our experience, the inde- 
pendent does a better job of raising than the borderline, where you 
have to match it. 

Mr. Brown. The most efficient operation, you feel, is the inde- 
pendent growing operation ¢ 

Mr. Gipson. That is right. 

Mr. Brown. Mr. McCulloch, do you have any questions? 

Mr. McCottocu. Yes. 

Mr. Gibson, has your company sought any poultry impairment in- 
surance during the time you have been in business ? 

Mr. Gipson. No. 

Mr. McCutzocn. Have you ever sought a loan from any Govern- 
ment agency of any kind whatsoever? 
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Mr. Greson. No. 

Mr. McCuttocn. You have been adequately financed in accord- 
ance with you desire to grow from private facilities ? 

Mr. Gisson. Yes. 

Mr. McCuttocu. And you have found, I assume, from what you 
have testified, no great difficulty in financing this very satisfactory 
growth of your company ? 

Mr. Gieson. That is right. 

Mr. McCuttocu. Have you found within the territory in which 
your company sells feed that, generally speaking, the poultry produc- 
ers who have been hardheaded and efficient, and who have used very 
good business judgment, have been able to weather the ups and downs 
of business, during your experience / 

Mr. Gipson. Yes, they have. 

Mr. McCutiocn. Would you say that within the territory where 
you do business, there are any more empty poultry houses now than 
there were in proportion a decade ago? 1940 would probably be a 
better year. 

Mr. Gisson. In 1940, there probably weren’t many poultry houses 
in that area. 

Mr. McCuttocn. And if there were, they weren’t too big. 

Mr. Girson. They weren’t too big. 

Mr. McCutiocu. But there were people going in and out of the 
poultry business at that time? 

Mr. Gisson. That is right. 

Mr. McCuttocn. As a matter of fact, at Versailles, which isn’t 
too far from Piqua, there was the modern poultry growing and feed- 
ing, was there not? 

Mr. Gipson. Yes, sir. 

Mr. McCutiocu. And they experienced growing pains there, and 
had their ups and downs; and it is still a substantial producer, not 
only of eggs but poultry by Ohio standards? 

Mr. Gieson. That is right. 

Mr. McCuttocu. And by all other standards of the Midwest, with 
the possible exception of maybe Indiana or Iowa? 

Mr. Grieson. That is right. 

Mr. McCuttocn. Would you and the officials of your company like 
to see the Federal Government enter into the poultry industry in 
the matter of setting production standards, or fixing prices, or pro- 
hibiting feed manufacture, or laying down terms of credit which 
feed manufacturers will extend to growers? 

Mr. Gisson. The Federal Government? No, sir. 

Mr. Brown. Did you mean to imply by that, that it might be all 
right if it were some other government besides the Federal Govern- 
ment? 

Mr. Gipson. No. 

Mr. Brown. What about the State government? 

Mr. Gisson. No. 

Mr. McCurzocu. I think he probably meant it would be well if 
feed dealers, millers, and so on, exercise good judgment and keep the 
Federal Government out of fields where in most instances they should 
stay away from. 

We have many small independent businesses in that part of Ohio 
where you carry on your activities, Mr. Gibson, is that right? 
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Mr. Gipson. Yes, sir. 

Mr. McCuttocn. And there is a natural tendency on the part of the 
people in that section to be fiercely independent? 

Mr. Gipson. That is right. 

Mr. McCutiocn. And generally speaking, by comparison with 
other sections of the country, they do not look with favor upon nurs- 
ing from the Government or interference from the Government, either 
at the National, the State, or the local level ? 

Mr. Gipson. That seems to be the trend of thought. 

Mr. Brown. Mr. Gibson, I quote here in the record a statement 

from a feed dealer who alleges that one large manufacturer— this is in 
Michigan— 
* * * is allowing one of their salesmen $480,000 turkey finance credit for 1957. 
Think of this in the face of a 10 percent increase in the 1957 turkey crop. Some- 
one is going to lose money this year. One of their customers has been offered 
$30,000 credit to buy pullets, feed, grain, and medicine. All they ask is a chattel 
mortgage on the birds. 

Does that seem plausible from the dealers you have seen in the 
turkey field recently? 

Mr. Gisson. From what I have heard? 

Mr. Brown. From what you have heard. 

Mr. Gipson. Yes. 

Mr. Brown. Mr. Gibson, do you think that this present situation 
of de pressed prices in the poultry industry will be corrected, and if 
so, how ? 

Mr. Gisson. I think the only way it can be corrected is by the 
business associations themselves. First of all, probably, by restrict- 
ing the poor credit risks which may be the city borderline grower, 
and mi iybe putting on probably not as good poultry as in the country 
and probably by companies that are in an open sales program paying 
out of the farm production. 

Mr. Brown. Are you saying, that if the companies would stay out 
of the farm production business, you think it might correct itself? 

Mr. Gisson. It might. 

Mr. Brown. Do you see any indication that the companies are going 
to disengage themselves from this farm production ? 

Mr. Gipson. There are some smaller ones that have. 

Mr. Brown. That have quit? 

Mr. Gipson. Yes. 

Mr. Brown. Did you say that this integration type of operation is 
now moving into Ohio? 

Mr. Girson. That is right, sir. 

Mr. Brown. You think that if that expands in Ohio the industry 
is going to have to take some rapid strides to curtail it, or it will lead 
to trouble? 

Mr. Gieson. I think it probably will. 

Mr. Brown. Do you think that the industry itself will do it? 

Mr. Gipson. We have great faith in our American feed manufac- 
turing associations, our hatchery associations, our broiler associations, 
our tur key associations, and I think that there is some serious thoug ht 
going on on something, I don’t know what. But I think that is a 

very “good start. 

Mr. Brown. Thank you very much. 
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Mr. McCutiocu. I would like to say one more thing and ask the 
witness one more question. 

Then, Mr. Gibson, might I conclude that if the greed for gold on 
the part of those who might be partially responsible for causing harm 
to the poultry industry is decreased, or if it gives way to sound Amer- 
ican competitive capitalistic business practices, this situation which 
we now think of and hope is temporary will pass away ¢ 

Mr. Gisson. I think so. 

Mr. McCutiocm. Mr. Chairman, I would like to say this as my 
own expression of opinion, and as a bit of advice to American busi- 
nessmen. 

When they did not, in the past, take proper steps to control errors 
of judgment and business practices, and it fell upon the Government 
to do so, they found themselves in very unhappy conditions. I hope 
that if there are abuses in this industry, that the industry itself will 
promptly recognize them and take action themselves, and not force 
the Congress into another field of private business enterprise. 

Mr. Brown. And may I add that I don’t know of very many Con- 
gressmen who wouldn’t like to see that happen. 

Thank you very much, Mr. Gibson. We genuinely appreciate your 
coming here to help us out. 

Mr. Ginson. Thank you. 

Mr. Brown. The committee would like to call next Mr. John 
Grandin. 

Will you raise your hand, Mr. Grandin, and be sworn ? 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Granprn. I do. 


TESTIMONY OF JOHN GRANDIN, PRESIDENT, T. H. GRANDIN 
MILLING CO., JAMESTOWN, N. Y. 


Mr. Brown. Would you identify yourself and your company, Mr. 
Grandin ? 

Mr. Granprn. My name is John Grandin, and I am president of 
the T. H. Grandin Milling Co. in Jamestown, N. Y. 

Mr. Brown. Could I ask you just a few questions, Mr. Grandin ? 

Do you have a prepared statement ? 

Mr. Granprn. I do not, Mr. Chairman. 

Mr. Brown. Fine. We will proceed with the questioning. 

Would you classify your firm as primarily a feed manufacturing 
concern ? 

Mr. Granorn. Yes, sir. 

Mr. Brown. How long have you been in the feed manufacturing 
business 4 

Mr. Granpin. The company has been in existence since 1833, and 
we have been engaged in the mixed feed business for approximately 
50 years. 

Mr. Brown. Do you manufacture various kinds of feed for poultry 
and livestock ? 

Mr. Granprn. That is correct. 

There was a period, commencing last fall, when we stopped mak- 
ing poultry feed and manufactured only dairy feed. 
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Mr. Brown. Have you resumed making poultry feed ? 

Mr. Granpin. We have. We started about the first of the year on 
a very small scale again. 

Mr. Brown. Why did you discontinue the manufacture of poultry 
feed, Mr. Grandin ¢ 

Mr. Granpin. The bank told us to. 

Mr. Brown. Is there a story connected with that ? 

Mr. Granpin. Yes, sir, there is. 

Mr. Brown. Would you tell the committee as much of the story as 
you feel you could tell us? 

Mr. Granprn. Well, for a great many years, our tonnage has been 
evenly divided between poultry feed sales and dairy feed sales. We 
nave had a reputation established in New England now for 45 or 50 
years, and had an established clientele. 

Since the war, it has become increasingly difficult for us to mer- 
chandise our feed in competition with certain practices that have de- 
veloped in the industry, and a great many of our customers have them- 
selves been forced to either go out of business or alter their own way of 
doing business, sometimes making it impossible for them to continue 
to do business with us. 

Mr. Brown. In other words, you were manufacturing poultry feed 
and selling it to independent growers or through your dealers? 

Mr. Granpin. Mainly through our dealer representation, yes. 

Mr. Brown. During those early years, did you ever grow any broil- 
ers yourself ? 

Mr. Granpin. Never. 

Mr. Brown. Have you ever produced any eggs as a company, or 
any turkeys ? 

Mr. Granpin. Never. The only financing that we have engaged in 
has come about during the past 3 or4 years. In 1953 and during part 
of 1954, in order to bolster our tonnage in certain areas, we did engage 
in growing some birds of our own. We also advanced a certain 
amount of credit to individuals to enable them to grow broilers. Of 
course, that increased our volume as well. 

Mr. Brown. Now, that did increase your volume? 

Mr. GRANDIN. Tempor arily, it did. 

Mr. Brown. Did you furnish just the feed to those growers, or did 
you furnish credit that covered chicks and other expenses ? 

Mr. Granpin. No, sir. In the beginning, the principal financing 
was in the form of feed only, or credit, you might say, The only in- 
tegrated operation that we have entered into—and it isn’t fully inte- 
gr’ nated, of course—were a number of flocks that we owned outright and 
fed through to maturity. 

Then they were sold to various processors, but that was a very small 
operation. 

Mr. Brown. In general, would you say that you were happier or 
unhappier when the business was done through independent opera- 
tors at all stages ? 

Mr. Granprn. I would say we were far happier when it was all 
done through independent operators and through our dealer repre- 
sentation. We felt that it was a much healthier condition. In our 
company, we have been very disturbed over the past 2 years at the 
developments that have taken place in the industry. Because we can 
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only cover the New England States and New York and Pennsylvania, 
of course, our horizon is very limited as far as the general picture in 
the country is concerned. 

But where we do operate, we have been very disturbed and very 
upset. This finally culminated last fall in our actually going out of 
the poultry feed manufacturing business. 

Since then, such poultry feed business as we have done have been 
done on a strictly cash basis. You may not believe that there is 
poultry feed today sold on that basis, but there is some. 

Mr. Brown. Do you mean by that that most of it today is sold on a 
credit basis? 

Mr. Granvrn. Let me say this, Mr. Chairman, that the bulk of the 
poultry feed business, with which I personally am familiar, is defi- 
nitely on a credit basis. 

Mr. Brown. Prior to the advent of this extensive credit extension 
system, was the growth of the poultry industry in your section con- 
sistent? Did it expand year by year? 

Mr. Granprn. It is hard for me to answer that question, Mr. Chair- 
man. I did not become active in the business until after the war. 
At the time I entered the business, the industry, of course, as you 
know, was in a state of flux. I would consider it a case of overpro- 
duction on the part of the feed-milling business at that time. 

I know that where I had seen a dozen feed companies in New Eng- 
land prior to the war, in 1946, you saw 40 companies, 50 companies. 
It is hard to say. They were all scrambling for business, and would 
spare no deal or means in order to capture every pound of business 
that they possibly could. 

Mr. Brown. The bad poultry year of 1954, and the bad one in 
1956—what do you think caused those years, Mr. Grandin ? 

Mr. Granoprn. I think a perfectly ridiculous extension of credit on 
the part of feed mills. 

Mr. Brown. Do you think that the situation is improving at the 
present time in your area? 

Mr. Granpvin. That also is difficult for me to answer. Let me say 
that the farmers themselves—the independent farmers, to whom we 
sell today—are more aware of the credit problems and the problems 
of integration, of growing, and so forth. Let me say that I am talk- 
ing about egg producers, not broiler producers. 

But they are more aware of the problems facing them today. 

Those with whom we do business I would consider good, hard-work- 
ing, independent farmers. 

Mr. Brown. You mentioned that you are now selling poultry feed 
for cash. Do you find that you can sell the feed for cash more economi- 
cally than you could sell the feed where you had to extend the credit, 
and more or less get into the growing of birds? 

Mr. Granprn. Very definitely so, Mr. Chairman. We have but 
3 or 4 men on the road today. It depends on whether I am on 
the road myself. Otherwise, we have three men, and we have no one 
collecting, as we did before. We have no one arranging mortgage 
deals, and other complicated credit arrangements. Then, of course, 
we don’t have to employ legal means to try to collect the bill once it 
becomes owing to us. We don’t have to borrow from the bank on the 
same scale. 
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We owed our bank in Jamestown $285,000 a year ago. We have 
reduced that by around $220,000 in the meantime. Of course, the 
bank is much happier and we are much happier, and in a small way, 
we think we are going to succeed. 

Mr. Brown. Mr. Grandin, could you give the committee any kind 
of a figure that cash versus credit might mean on the price of a ton 
of poultry feed? Would that just be a guess? 

Mr. Granvin. It is pretty difficult to give any kind of an answer. 
It could be debated from here until Sunday. I have been told recently 
that certain feed mills are offering cash discounts of up to $4 and $5 
a ton for laying mash today. 

Mr. Brown. But do you have first-hand knowledge of that? 

Mr. Granpin. No, I have no concrete knowledge of that. 

Mr. Brown. Have you ever borrowed any money from any Gov- 
ernment agency ¢ 

Mr. Granvin. No, sir. 

Mr. Brown. Would you give the committee a few recommendations 
on what you think the industry or the Government should do to help 
straighten out this poultry difficulty ? 

Mr. Granpin. Are you talking about the feed business or the poul- 
try business ? 

Mr. Brown. All phases of it. 

Mr. Granprin. Well, in my estimation, the stupid extension of credit 
that has been rampant during the past few years, especially the last 
2 or 3 years, in my opinion, should be controlled. Now, whether this 
can be done through a legislative process or whether it can be self- 
administered, I don’t know. To me, the feed mills today that are to 
be feared by ourselves are the larger, nationwide combines that we are 
all familiar with, making use of their capital in such a way as to 
endanger our position. I don’t think I have to dwell on that. It is 
something that we are all familiar with, and we have felt it in all 
sections of our territory that we serve. 

Our main hope is to find enough independent businessmen that can 
conduct their business without exorbitant credit, so that we can con- 
tinue to operate. Our business itself is not anxious to borrow great 
sums of money from any institution. It costs a lot of money to borrow, 
and we want to conduct our business on as current a basis as possible. 
When a large competitor is ruthless enough to grant absolutely stupid 
credit terms to a potential customer, it is very discouraging to us. I 
am thinking specifically of deals where they will allow credit to be 
extended to an individual under terms which can never possibly be 
fulfilled in a contract at rates that will never allow the feeder or the 
growers to repay the loan. It is impossible. 

Mr. Brown. Do you feel, Mr. Grandin, that those feed companies 
will control themselves or cut down on it somewhere along the line? 

Mr. Granvin. I do not. I think, Mr. Chairman, that the tendency 
at the present time is for a further scramble among the larger feed 
companies in the country to control more and more tonnage. I don’t 
know how that can be checked, whether the amount of business that 
they have at this time amounts to a monopoly or not. I don’t know. 
In certain sections, of course, we feel that it is. We feel that this 
tendency is growing. 

Mr. Brown. Mr. Grandin, there is an act on the statute books, the 
Packers and Stockyards Act, passed many years ago, which specifi- 
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cally prevents, in general terms, a meatpacking concern from engag- 
ing, let’s say, in the retail distribution of meat. Do you feel that there 
would be any justification or any wisdom in the Government enacting 
a similar statute preventing feed manufacturers or hatcheries, or 
people that are involved in the business end of the poultry industry, 
from engaging in the growing of broilers or the production of eggs? 

Mr. Granpin. Yes; I do, Mr. Chairman. I think that the spread 
of this integrated industry in certain sections is fatal to our type of 
operation. Our company owns a mill which is worth X number of 
dollars. Yet, if we are forced out of business, that mill is not suitable 
for other enterprises. 

It becomes practically worthless, unsalable. We don’t want to see 
that happen. We want to continue manufacturing feed, and we want 
to have a free market in which to sell it. We feel that if legislation 
can be passed which will prevent this integrated growth from expand- 
ing further, and perhaps curtailing it, we are all for it. 

It is difficult for me to see how we can keep our customers, even as 
small as they are today—as small in number—when they are con- 
tinually attracted by competitors who offer them—each one offers 
them a little bit better package deal all the time, and persuasively 
tells the grower or the feeder that he can now get into an enterprise in 
which there is no personal risk, and he will have a weekly income, 
and so on. 

If our customers are intelligent enough to resist some of these 
schemes, then we can continue. But, on the other hand, if all of the 
independent growers that we have today do become integrated and go 
to work, as you might say, for $50 or $75 or $100 a week, then, of 
course, we have lost our market and we have got to start making some 
other product, if we are going to stay in business. 

Mr. Brown. Before I turn the witness over to Mr. McCulloch, 
I want to call the attention of this audience to a very fine Congress- 
man from Maine, who is our guest this afternoon, Mr. Frank Coffin. 

Mr. Coffin, we are glad to have you. 

Mr. Corrin. Thank you, Mr. Brown. 

Mr. McCutxocu. Mr. Grandin, I understand that you produce feed 
and sell it for purposes other than the use of the poultry industry. 

Mr. Granprn. That is correct. 

Mr. McCuttocu. Have you been confronted with difficulties in that 
field, the same as in the poultry field ? 

Mr. Granvin. No, sir; we have not. 

Mr. McCutiocu. Do you extend credit to, for instance, dairies or 
hog feeders, or any other feeders of livestock ? 

Mr. Granoin. The usual 15- and 30-day terms. 

Mr. McCutwiocu. By cash, I suppose you meant those usual terms, 
when you were speaking of the poultry industry, too? 

Mr. Grannvin. Seven and fifteen days for our poultry accounts. 

Mr. McCoutiocn. Can you, within your territory, produce feed as 
cheaply as your major competitors ? 

Mr. GRANDIN. Yes; we can, sir. 

Mr. McCutiocw. Do you think that they are selling feed in the 
territory which you serve at prices generally less than in other ter- 
ritories in which they operate in the country ? 

Mr. Granorn. I cannot tell you that, sir. 
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Let me qualify that. Let me say that, as far as I know, our major 
competitors in New England maintain a standard pricelist through- 
vut the eastern part of the country with which I am familiar. In 
other words, we base all of our shipments on a Boston-rate basis, 
from which other rate points are adjusted. As far as I know, there 
is no price differentiation used by our major competitors in the gen- 
eral area. 

Mr. McCuttocu. And do I properly conclude that the competitive 

inch which you feel is, in large part, if not entirely, brought about 
by the credit conditions which surround sales? 

Mr. Granprn. Yes, sir. 

Mr. McCutiocn. And large producers have unlimited finances with 
which to handle the needs of their customers ? 

Mr. Granpin. Apparently so. 

Mr. McCuttocn. Does the fact that you sell for credit—rather, sell 
for cash, and they sell for credit give you a competitive advantage 
to that extent? 

Mr. Granvin. It restricts us to a very small part of the market, 
Mr. McCulloch. It would appear that the credit is either more at- 
tractive, or is a necessary evil, one or the other. 

Mr. McCutrocy. And I presume you find yourself in about the 
same position that a person does who goes to a department store and 
pays cash, as compared with the person who takes credit of 30 days 
or more; you both pay the same thing for the same item, if you are 
dealing with a reputable merchant ? 

Mr. Granoin. Yes. 

Mr. McCuttocn. You find that has been very harmful to you? 

Mr. Granpin. Yes, it has. 

Mr. McCun.oce. Well, Mr. Chairman, I think we have had one 
very constructive suggestion from this witness. I am very glad to 
have heard him testi fy. 

Mr. Brown. I join the gentleman in thanking Mr. Grandin for 
appearing here and making this contribution to the committee’s 
study. 

Mr. Granptn. You are very welcome, Mr. Chairman. It was a 
pleasure to do so. 

Mr. Brown. Thank you very much, Mr. Grandin. 

The committee would like to hear now from an independent broiler 
grower, Mr. Nelson Lewis, of Snow Hill, Md. 

Would you raise your right hand, Mr. Lewis? 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Lewts. I do. 


TESTIMONY OF NELSON LEWIS, SNOW HILL, MD. 


*. Brown. Mr. Lewis, are you an independent broiler grower? 
, Lewis. Yes, sir. 

*. Brown. You are from Snow Hill, Md? 

*. Lewis. That is right. 

. Brown. How long have you been in this business ? 

. Lewrs. Since 1930. 
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Mr. Brown. Would you mind telling the committee roughly how 
many broilers you grew last year ¢ 

Mr. Lewis. Well, I have cut down a whole lot. I had only 18,000 
capacity. I grew probably, say 54,000. 

Mr. Brown. 54,000 last year? Was that more than you grew in 
1955? 

Mr. Lewis. No; less. 

Mr. Brown. How many did you grow in 1955? 

Mr. Lewis. Well, my highest has been 40,000. We got up te 
40,000 capacity. 

Mr. Brown. By 40,000 capacity, you mean that you can grow 
40,000 birds at one time ? 

Mr. Lewis. That is right. 

Mr. Brown. Now, was last year as good a year for you as some other 
years you have had ? 

Mr. Lewis. No, sir. Last year was the first year I didn’t make any 
money since I have been in it. 

Mr. Brown. Did you lose any money ? 

Mr. Lewis. Yes; I lost a little, not much. I lost the overhead of 
keeping my houses up, and so on. 

Mr. Brown. Did you get any money for your labor last year? 

Mr. Lewis. No. 

Mr. Brown. Now, do you grow these birds in 1 house, or 2 houses? 

Mr. Lewis. I have three houses. 

Mr. Brown. Three houses. That would figure roughly something 
over 12,000 or 13,000 in a house; is that correct ¢ 

Mr. Lewis. No; not now. I only have 18,000 in the 3 houses. I 
sold part of my business and got out. 

Mr. Brown. The committee has had some figures submitted to it by 
various and sundry operators around the country, who estimate that 
it takes about $1 capital investment in the poultry house and equip- 
ment, for each bird; is that so? 

Mr. Lewis. Well, I haven’t built a house in the last 7 or 8 years. 
That is what they claim it will cost. Actually, I haven’t built one, 
but that is what they claim. 

Mr. Brown. You figure it would be roughly right ? 

Mr. Lewis. Roughly right. 

Mr. Brown. How many broilers can one man care for at a time, 
with a reasonable amount of equipment, and with reasonable effli- 
ciency ? ; 

Mr. Lewis. Well, I am one of the independent growers, an old- 
timer, I guess. I say 20,000 is more than enough for any man. They 
tend to more than that, but to do a job and do it right, I say it can’t 
be more. If you have got the right kind of equipment, oil stoves, and 
such—you can’t do that with coal stoves. 

Mr. Brown. Can aman grow four batches a year? 

Mr. Lewts. Yes; in the present setup, where he can get them off 
in 8 or 9 weeks, cr 10 weeks at the highest. 

Mr. Brown. Do you recall in some of the good yeurs you have had, 
Mr. Lewis, what you figure a man should have made in those years, 
labor profit, for each bird? Was it a nickel or a dime, or 

Mr. Lewis. Oh, a little man like myself, if he makes three or four 
or five thousand dollars a year, he is satisfied. He has made a living 
profit, and maybe has $3 or $4 he can hold on to. 
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Mr. Brown. Did you ever break it down to how much it figured 
per bird ¢ 

Mr. Lewis. No; I haven’t, per bird. It isa matter of 

Mr. Chairman, if you would give me just 1 minute, I'll try to go 
up this ladder far enough to try to explain what I think of it. If 
I go too far, I’ll stop, and you can ask me some questions. 

‘Mr. Brown. We would appreciate that very much. 

Mr. Lewis. As I said, in 1930, I built a 10,000-broiler house. That 
was quite a broiler house at that time. I kept climbing up the ladder 
until I got up to 40,000. In 1938, up in there—somewhere in there 
and the forties, when we commenced making war material, and such, 
things got better, and chickens went up. ‘The lawyers, doctors, mer- 
chants, shoe salesmen, and everybody else decided there was a lot of 
money in it, so they commenced building houses. 

I told the independent growers, “Don’t wor ry about that; I think 
we can take care of it. The job we’ll do, the difference in the job we 
will do, and the difference in the job their help will do and them 
not there to look after them, we can take care of that.” 

They finally got out, most of them, they all disappeared. Well, 
during the war, we had a black market. They put a price on 
chickens—30 some cents; I forget what it was. Anyway, they paid 
a lot of money and a black market was made. That made a lot 
of broiler houses, and everybody went in again. 

Then she commenced to slack up. I sold chickens, coming back to 
my tale, like I sold them in 1934. We finally overcome it, but we had 
5 houses, and cut it down to 2. Then the market finally come back 
again. 

Then it come along 4 or 5 years ago. The reason I started to go 
out, when the Government money commenced setting up a man from 
the cradle to the grave. When I say from the cradle to the grave, I 
mean, give him a hatchery, give him the chicken business, give him a 
dressing plant, give him chickens for to lay the eggs—the whole 
setup. “He could borrow money if he wanted to put them in the 
freezer and hold them. 

When I seen that going on and I seen these big manufacturers of 
feed—not the little ones, I mean the big ones—come down and say, 
“We ue rent your houses, sharecrop it, buy them, or do anything you 
want,” I thought to myself, “look out, somebody is going to get hurt.” 

So, instead “of getting bigger, I got littler. I like to see people 
grow, get bigger, make money. But when I send a few dollars up 
here to W ashington, that is hard-earned money, and I see them put- 
ting that money back to set a man up like I say, from the cradle to 
the grave, to run me out, then I am scared. I don’t like it and the 
only thing I can do is quit. 

In a radius of 25 miles from where I live, I would say, just roughly, 
there is 2 million broilers and I don’t know but 2 indepen ent growers. 

I have a little farm down in Virginia, right over the line. “In that 

radius of 25 miles, I only know 1, and that is myself, left. A lot 
of them have had to get out. A lot of them in the last 2 years have 
lost a lot of money, and had to quit. 

But like I say, when you set a man up and say, “Here it is, all you 
want,” and ask me to beat that competition, I have sense enough to 
know that that can’t be done, and I’ll quit. That is all I can do, or 
go broke, and I don’t want to do that. 
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Mr. Brown. When you say the Government set these people up in 
business, help us determine what end of this big, sprawling Govern- 
ment it is that was doing that? Where did the money come from? 

Mr. Lewis. Well, I would have to say directly or indirectly. If 
you want me to try to explain what I mean by “indirectly, ” T will be 
glad to do it. 

Mr. Brown. I would appreciate it. 

Mr. Lewis. There is not only one, but thousands of organizations 
all over the United States; for instance, the Federal land bank. 
They started them off. 

Mr. Brown. Whom did they start off? 

Mr. Lewis. They started as a lending agency. They loaned this 
money out. 

Mr. Brown. And they would loan it right to the producer? 

Mr. Lewis. Let me finish, and I'll tell you. 

They loaned this money to help them out and start off. Maybe it 
was in some part of the depression. Then, it becomes a stock 
company. 

For instance, you want to borrow a thousand dollars from them. 
All right. You borrow that thousand dollars. You take 5 percent 
stock. That comes out of your thousand dollars. Then it is sup- 

osed to be owned, see, by this organization. 

Well, like I told one of the direc tors, one of these times in one of 
these organizations—if you want me to name them, L’ll name them. 

Mr. Brown. If you don’t mind. 

Mr. Lewis. I told him, “The banks in our town have got money to 
loan; there are a lot of individuals that have money to loan. W hy in 
the world don’t you help the community in which you live and go bor- 
row that money, instead of from the Government?” 

I mean, the Federal land bank. I call that Government. That is 
where they go to borrow money. They don’t borrow it from the local 
banks, for one reason, they ain’t got the collateral. So they go there 
and get it. 

Then they put it out, up to $500,000, I understand. 

Now, this is some talk, but in Georgia, there are three of them there 
that practically run the State. They borrowed $500,000. 

Mr. Brown. Have you seen this operated firsthand, Mr. Lewis, of 
your own personal knowledge, where some of these people got this 
money ¢ 

Mr. Lewis. Yes. Sure. I have seen it. 

Mr. Brown. In Maryland? 

Mr. Lewis. Sure, I can’t help but see it. We have an office right in 
the little town I live in. 

Mr. Brown. Without objection, before Mr. Lewis leaves, I would 
suggest that he tell the committee privately this particular instance, 
so the committee could study it. 

Is there objection ? 

fr. McCutiocn. No. 

Mr. Brown. Now, Mr. Lewis, when you say that this is unfair com- 
petition to the independent grower, you mean that you just can’t pay 
the prices you have to pay for chicks and feed and every component 
part, and compete with them ? 

Mr. Lewis. That is right. It can’t be done. 
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Mr. Brown. What do you think about these stories we have heard 
so far in this hearing about the feed manufacturers and hatcheries 
and all actually producing birds? What ; is your reaction to that ¢ 

Mr. Lewis. Well, of course, you’ve got to get some. But one case, 
now, right down where I am talking about, that I got this chicken 


farm. There is one man now got 800,000 in a radius of 20 miles— 
800,000 broilers. 


Mr. Brown. Is he a feed dealer? 

Mr. Lewis. He is just putting the chicken in, sharecropping, rent, 
buy a house, do anything he can, in order to get the chickens to sell 
the feed. 

The feed company is backing him. It is no secret, because it is 
known facts. That is just in one little place they are doing that. 

Now, I don’t believe, even big as they are, that they have got backing 
enough to do all that all around without going t o some of these in-and- 
out organizations like I am talking about, in the Government, and 
asking for a loan. 

Mr. Brown. Now, Mr. Lewis, that man who is going to grow these 
800,000 right down in a radius of 20 miles, what did he do before he got 
into this business ? 

Mr. Lewis. Well, he had a few chickens at one time. Then he 
turned his chickenhouse into a dressing plant during the war. 

Mr. Brown. Yes. Would you call him a poultry processor ¢ 

Mr. Lewis. No, not now. He is just handling this feed for this 
company. 

Mr. Brown. In other words, he is a supercontractor who, in turn, 
is subcontracting ¢ 

Mr. Lewis. That is right. He gets so much a bag if he makes a 
profit. He gets so much a bag if he don’t make a profit, cut down 
toa lower scale. That is the w ay they operate. 

Mr. Brown. What would be your opinion of a statute that would 
do, in effect, what the Packers and Stoc kyards Act did in segregating 
or preventing the meatpackers from going into the retail sale of 
meat, and in this instance would prevent feed manufacturers and 
hatcheries and so forth, from producing broilers or eggs? 

Mr. Lewis. Well, this is only my opinion. My opinion is that— 
I am talking about directly and indirectly, now. If the Govern- 
ment’s money would keep out and had kept out, even 10 years ago, 
the broiler business would have been good today. But as long as they 
put them in there and set them up, as I am telling you, how can you 
expect them not to have an overproduction? How can you expect 
the little man to live? He can’t live. 

I have a markup on the feed of 60 cents. They buy the business 
and send it cheaper than most independent men do. This man that 
has the setup I am telling you about vaccinates those chickens three 
times. He will make $5,000 or $6,000 just on vaccinating. All that 
comes out of the grower. If you are on a share, the vaccination is 
taken out, the 60 cents is added on, the penny is added on. When 
that grower breaks even, they are tickled to death, the big companies 
are, because they have got a markup on it all. 

When it breaks, they “have a big profit. 

Mr. Brown. Let’s break down these big companies. Are you talk- 
ing about big, privately owned stock companies, big feed manufac- 
turers ¢ 
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Mr. Lewis. I am talking about the big ones, Larro, Wayne, Bea- 
con. The big boys, that is what I am talking about. Worthmore. I 
mean, it is no secret when a man comes down to a place and sets up 
an organization like that. 

It isn’t secret because he has done done it. Worthmore is backing 
this fellow I am telling you about, $800,000. I mean, Larro. Worth- 
more has come down to the same territory and rented a man’s ware- 
house. He was in the feed business. They rented his houses, his 
trucks, his chickenhouses, and all. They put a man’s setup in and 
rent all they can get around there to get in. 

Mr. Brown. As far as your being able to compete with these in- 
tegrated setups, such as that, how do you feel about the outlook for 
the future, from your standpoint ? 

Mr. Lewis. W ell, when I am already cut half in two, I figure I 
had better quit before I get cut more. 

Mr. Brown. Thank you, Mr. Lewis. We appreciate your help. 
I know I express the appreciation of the entire committee for your 
coming here to help us out on this study. 


TESTIMONY OF FRANK LIPMAN, LIPMAN POULTRY CO., 
AUGUSTA, MAINE 


Mr. Brown. Would you raise your right hand, Mr. Lipman? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Lieman. I do. 

I have a few statements here that I have prepared if you gentlemen 
care for me to give them to you. 

Mr. Brown. Suppose you just proceed with your statement. 

Mr. Lieaan. Would you like to have me read it ? 

Mr. Brown. First I would like to get you classified here. Do you 
call yourself a poultry processor ? 

Mr. Lipman. Well, I don’t know what you would call me. I guess 
the term is that I would be called the big bad wolf. Iam in all parts 
of the business. 

Mr. Brown. And by saying that you are in all parts of the business, 
are we to assume that you grow poultry ! 

Mr. Lipman. Yes; I grow poultry and I buy poultry, that is, my 
organizations do. 

I have an interest in a hatchery, a feed mill. 

Mr. Brown. You are an integrated operator, as we have generally 
referred to it? 

Mr. Lipman. I am the big bad wolf. 

Mr. Brown. Now, suppose you just proceed with your statement 
and then we will have some questions. 

Mr. Lipman. Well, if you have the statement there, you can see that 
I have nothing in here to tell you how I got into the poultry y business, 
into an integrated outfit. I think probably that would clarify a whole 
lot of things if I would go ahead on that. 

My family was in the poultry business since 1918 raising these cock- 
erel chicks and about 1937 a Jap found out how to sex chickens that 
were a day old and tell the difference between a male and female 
chicken. We used to buy in the summer the cockerel chicks as a by- 
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product and we used to raise those and sell them in the New York 
market and we lost that business, we lost approximately 50 percent 
of our business and so around 1940 or hersebauhe we stopped lating 
these cockerels that were being destroyed and we started putting them 
out on farms to be grown for us. 

In 1941, I believe, OPA came around and the margins that they 
allowed us for hauling poultry out of the State of Maine into Massa- 
chusetts and New York markets on a live basis meant that it was a 
choice of either going into the black market or going out of business 
or becoming a processor, so we became a processor an as we developed 
markets, we had a consistent policy, we insisted upon not only that 
the chickens that were a byproduct—we insisted upon a meat type 
just like the difference between dairy cattle and beef cattle. 

Well, up to that time we had to import most of our chickens from 
out of the State of Maine, not being able to get the meat type of 
chicken that we wanted in the State of Maine. I believe it was 
around 1948 or 1949 that myself and another group, or our company 
and another group of gentlemen built a hatchery for the purpose of 
producing that type of chick. 

Today, even though we own an interest in this hatchery we still buy 
about 75 percent of our chicks from independent hatcheries. 

In 1954 we made the decision that we would go into the feed busi- 
ness, that. we had enough volume to take on the building of a feed mill 
and in February 1955 we opened our feed mill. That is how our 
integration came about. 

Now, would you want me to read this statement to you? 

Mr. Brown. Proceed in your own way. 

Mr. Lipman. I am under the assumption that the committee is 
aware of the depression of prices in the broiler industry and that the 
depression in price has caused the industry to sell broilers below the 
cost of production. Each area has a bit of difference in the type of 
raising, the method of processing, and technique of marketing. The 
theme of my talk will be what the broiler men are doing in Maine. 
If you let your minds picture the map of the United States you will 
see the geographical location of Maine. The State is in the north- 
eastern corner of the country. That means that Maine is farthest 
east from the Grain Belt and too far north to produce the grains 
necessary for the feeding of chickens. All grains must be brought 
into Maine and the charges for bringing in the grains adds to the 

cost of the raising of chickens. 

The climate in Maine, cool and invigorating as it may be, require 
that the birds be adequately housed. The construction of the poultry 
houses is such that during subzero weather the chickens are com- 
fortable. ‘The houses are heated during the cold weather. We, there- 
fore, have a greater capital investment in our poultry-raising facili- 
ties and a higher operating cost because of fuel consumed. That is 
greater investment and higher cost than those poultry growers have 
in warmer areas 

In Maine all the processing plants have United States Department 
of Agriculture inspection and grading. This service has been volun- 
tary and the expense has been born by the individual plants in the 
State. In our-own plant these services costs are well over $50,000 
a year, beside the undergrades and condemnations made that unin- 
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spected plants never have. This, too, adds to the cost of chickens 
that plants, as a whole, in other areas do not have. 

Lastly, our markets are limited to areas in New England and to 
New York State. In any area south of these areas mentioned we are 
met with an onrush of lower cost poultry. 

All this has been on the debit side. But here in Maine we have 
a number of advantages. The advantages are: 

1. Since the investment in the houses are so great and that invest- 
ment is made by the individual farmer and through credit he may 
obtain, the management or the care of the birds are usually in good 
hands. 

2. Since we do not have extreme heat in the summer and since we 
can contro] the temperature of the poultry houses in the winter, our 
operations are much more flexible in producing desired sizes of birds. 

3. Since we do have the inspection and grade our birds by the 
highest standards we are able to receive more money for the finished 
product and to have created a demand for our poultry even in times 
of stress. 

My firm was amongst the first to grow chickens on a commercial 
scale. The reason for growing birds was to be assured of a constant 
supply of the type of poultry that our market wanted. We have 
been growing birds since 1941. Until this winter the grower or the 
individual farmer took no risk. He was paid for his investments 
in the housing and equipment and for his labor on a fixed fee of so 
much a bird per week while the birds were in his care. This winter 
we changed that method to one where the grower received half the 
amount we have been paying him plus half the profit on each par- 
ticular flock. The grower at all times receives his advances of 1 
fixed amount and never shares in the losses. The reason for the 
change was that under the old method there was no incentive for 
domg the job more economically. 

In our growth we have tried to support—first, our processing plant 
with a constant supply of desirable birds; second, by building with 
two breeders, a hatchery for the stock of the tvpe of bird we need: 
and third, by building a feed mill to manufacture a food for the birds 
that would grow them healthy and fast. The operation is successful— 
birds are being grown well and cheaply, the supply is constant, and 
we have one of the finest processing plants in the country and one 
where one of the most acceptable marks is packed. But, as doctors 
know that even in a most successful operation the patient may die. 
Unless a curb is placed on this runaway credit for expansion and 
unless we are able to obtain the grains cheaper our position will be 
a dangerous one. 

I think that the curbs should be on the credit that has been too 
generously extended by feed companies whose only interest in the 
broiler industry is the increased tonnage. 

We can get our grains cheaper if elevators were established in the 
northeastern part of the country and waterway transportation was 
utilized. It also would be a security measure should disaster strike. 
New England has less than 1 week’s supply of livestock grains. 

In conclusion, might I say that we have developed in the broiler 
industry a meat that can be raised cheaper and faster than any other 
meat. We can raise birds that will give the world sustenance that is 
good and tasty and nutritious. We hope that a solution can be 
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reached by your efforts so that for the good of all we may be able 
to continue the good work that we have so far done. 

Mr. Brown. Thank you. Before we ask you any questions, Mr. 
Lipman, I would like to call the attention of the group to a very dis- 
tinguished Congressman from Maine who has just come in here, Mr. 
Mcintire. 

Mr. McInriee. That is very kind of you, Mr. Chairman. 

Mr. Brown. And we will let you ask any questions, Mr. McIntire, 
that you care to ask. 

Did you lose any money last year in all your operations, Mr. Lip- 
man ¢ 

Mr. Lirman. Some. 

Mr. Brown. What was that due to—how was 1954? 

Mr. Lipman. It was nota real good year but we still made money. 

Mr. Brown. Could you tell the committee without revealing any 
trade secrets why last year was rough on your operation ? 

Mr. Lipman. Well, it would be either 1 of 2 things, either inadequate 
consumption or overproduction, 1 of the 2, and I think probably the 
last. 

Mr. Brown. In other words, the price fell out ? 

Mr. Lipman. That is pretty nearly it. 

Mr. Brown. I think you are a man who can tell us about some of 
these matters, Mr. Lipman, that are very important to this committee. 

Suppose we start first with the man who 1s doing the labor used in 
growing the birds, and let me ask you now, how much roughly does 
it take to build a poultry house, per bird ? 

Mr. Lipman. About $1.50 per bird. 

Mr. Brown. What is the average poultry house capacity in Maine 
among the growers where you produce? 

Mr. Lipman. Oh, our average capacity is about 14,000. In other 
words, you take the high and the low and you add them up, how many 
farms you have, and it adds up to around 14,000. 

Mr. Brown. And this man who has a 14,000 capacity poultry house 
on his place, is he normally a farmer or is he a working man or does 
he do anything besides tending to those birds ? 

Mr. Lipman. He tends to those birds, that is his job. 

Mr. Brown. Is handling 14,000 a full-time job ? 

Mr. Lipman. I would not say a man will kill himself taking care 
of 14,000 because we have men taking care very nicely of 25,000 and 
doing an excellent job. 

Mr. Brown. We have had complaints in this committee both orally 
and in writing as to where the money comes from to build these 
poultry houses. You have had firsthand experience with this. Is 
there any Government agency furnishing money for these poultry 
houses ¢ 

Mr. Lipman. I would say not in the State of Maine. Now, I 
would say that there are a very, very few instances where the Govern- 
ment through FHA may have—but I would say mostly it has been 
individual capital and banks. 

Mr. Brown. Banks and individual—— 

Mr. Lieman. Capital. 

Mr. Brown. Loans? 

Mr. Lipman. That is right. 
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Mr. Brown. That is the fixed capital involved. We get into the 
more or less current working capital end of it. Do you buy your 
chicks on credit ? 

Mr. Lipman. No, sir. Well, you produce 25 percent of your 
chicks and then buy the others. 

Mr. Brown. Do you buy your feed on credit? 

Mr. Lieman. No; they won’t sell it to me—when a man is manu- 
facturing for himself, he is on a flat cash basis. 

Mr. Brown. Have you ever borrowed any money from any agency 
of the United States Government ? 

Mr. Lipman. No. 

Mr. Brown. Have you had any credit or capital restrictions from 
any industrial corporation or group in the community such as the 
chamber of commerce ? 

Mr. Lapman. I think in 1952 we borrowed some money from such 
an agency. 

Mr. Brown. It wasa loan? 

Mr. Lieman. Trust. I might tell you that was the year we built 
our new processing plant. 

Mr. Brown. In this processing plant that you operate, do you also 
process birds which you do not grow yourself ¢ 

Mr. Lipman. Yes. 

Mr. Brown. What percentage of your volume was from individ 
uals from whom you purchased and what percentage that you pro- 
duced yourself ? 

Mr. Lieman. Oh, probably 2 or 3 percent, what I purchased, with 
97 or 98 percent we producing ourselves. 

Mr. Brown. You produced these birds and I am not asking for 
names now; we do not want to get that—but you sell those birds 
to wholesalers or to chain stores? 

Mr. Lipman. We sell to distributors. 

Mr. Brown. Distributors? 

Mr. Lipman. Yes, sir. 

Mr. Brown. Those distributors in turn service grocery outlets? 

Mr. Lipman. That is right. 

Mr. Brown. Do you sell to distributors on a national basis or 
regional 

Mr. Lieman. No; we are strictly New England and New York. 

Mr. Brown. You mentioned that last year was rough. Have you 
been disappointed—you expected it to correct itself before now ? 

Mr. Lipman. I would say that is right. 

Mr. Brown. What determines the price that a distributor will pay 
you for a bird these days ! ) 

Mr. Lieman. Why, I would say more or less supply and demand. 
What he can get from the poultry, in other words, we sit down.and 
bargain—I am not in the sales end but I have an idea that they sit 
down and bargain and he gets the value—the established price, that 
is the price for the week. 

Mr. Brown. Do the quotations that appear in the papers on-broil- 
ers, are they accurate on any given day ? 

Mr. Lipman. No; I do not think so. In eviscerated poultry I do 
not think that the quotations have any bearing upon our price. 

Mr. Brown. What determines the price that your processing plant 
pays the independent producer for live birds? 
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Mr. Lipman. Well, it is a peculiar setup, and for years it has always 
been based.on the New York dressed poultry quotations—we base the 
prices on the Extension Service reports, and sometimes those re- 
ports—it is not too good for the processing plant and at other times it 
is not too good for the independent 

Mr. Brown. Now, who is the Extension Service ? 

Mr. Lipman. They report the prices out of New York City. They 
have a reporting outfit that reports prices, they are supposed to go 
around the markets and establish the market value. 

Mr. Brown. Do you pay an independent producer the Extension 
Service price each day ¢ 

Mr. Lipman. It is based on New York dressed poultry. Actually, 
we do not sell New York dressed poultry. We are 100 percent eviscer- 
ated poultry and we—it has been an established fact, we base the 
price on the New York dressed quotation. 

Mr. Brown. Have you had any competition in the New England 
area from other States during the last 2 or 3 years ¢ 

Mr. Lipman. In which way—dressed poultry ? 

Mr. Brown. Do you have birds coming in from other geographical 
areas 
Mr. Lipman. Oh, yes. 

Mr. Brown. Do you know the history of those birds, what State 
‘what general area / 

Mr. Lipman. Yes. 

Mr. Brown. Well, where do they come from ¢ 

Mr. Lipman. Well, you get some from the shore and some from the 
Carolinas, but very few come to Maine; they go to New York and to 
Macene husetts. 

Mr. Brown. Very few, but some do come into Maine? 

Mr. Lareman. Oh, yes. 

Mr. Brown. Are those trucked into the Maine area ? 

Mr. Lirpman. That is right. 

Mr. Brown. And do they come directly from processors, similar to 
yourself, in North Carolina ¢ 

Mr. Lieman. No; they are sold through distributors in Boston, 
usually sold through Boston distributors. 

Mr. Brown. Now, do you have refrigerated storage facilities ? 

Mr. Lreman. Oh, yes. 

Mr. Brown. Do you do extensive refrigeration ? 

Mr. Lieman. Well, I would not say extensive. We sell a fresh 
product and everything that is processed one day goes to market the 
next day. 

Mr. brown. And in the event that it looked as if at any given time 
the price situation is going to be unfavorable, do you carry any birds 
over in storage ? 

Mr. Lipman. No, we do not carry any birds over in storage, unless 
there is an absolute necessity, where we cannot move the poultry. 

In other words, the minute we put poultry into storage it loses its 
value. We have a high-quality pack, and it is sold as a fresh product, 
and the minute it is put in a fodadieon or into cold storage, that de- 
creases its value. 


Mr. Brown. In other words, frozen poultry brings less on the mar- 
ket than fresh poultry ¢ 
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Mr. Lipman. As far as we are concerned, unless we were to go in 
for one of the packaging deals and go into high advertising. In 
other words, my poultry is not known as a frozen product; it is ad- 
vertised as a fresh product. 

Mr. Brown. What do you think might help correct this depressed 
market situation, Mr. Lipman ? 

Mr. Lipman. Well, there are a couple of things, some that I men- 
tioned there in my statement. 

I believe credit is necessary, where it is given correctly, but I think 
that if you get just the type of credit which the feed companies give 
you for raising the birds, then I think—in other words, I do not think, 
actually, that the feed company that is giving 90-day credit today, on 
a continuous basis, where it 1s not just—well, they are practicslly 
financing the entire operation, and it ends up that when you give 
them 90 days, actually you are practically taking over the entire op- 
eration of chicks and the processing plant and the whole works, on a 
90-day credit. 

Mr. Brown. Those growers that are receiving this 90-day credit on 
feed, are they also receiving similar credit on the chicks themselves? 

Mr. Lipman. It could be, to a certain extent, but that means using 
the feed manufacturer’s money to even be paying cash for the chicks. 

Mr. Brown. Well, now, would you explain to the committee how 
that would work, where they would use the feed company’s money ? 

Mr. Lipman. Yes. 

Well, you start off with X number of chicks. The first week the 
chick eats very little. The company gives the feed credit. Well, you 
keep the chick until it is 9 weeks old, and the majority of the feed that 
goes into that chicken is in the last 3 weeks. 

Well, on 90-day credit, that does not have to be paid for until 90 
days hence, and the chick goes out of the plant in 70 days or 60 days, 
and so if you lose money, all you have to do is to keep putting in more 
chicks and you get more feed company money, and you keep building 
the thing up, that is all you have to do, keep adding more chickens. 

Mr. Brown. In other words, when you sell one batch of chicks 

Mr. Lipman. Instead of putting in 10,000, you put in 12,000 the 
next time. 

Mr. Brown. And you take the cash received from the processing 
plant for the chicks? 

Mr. Lipman. That is right. 

Mr. Brown. To buy some more chicks and start those, and they eat 
very little until the last 3 weeks, and by that time you are always in 
debt to the feed company; is that right ? 

Mr. Lieman. Yes; that is the story. 

And, also, when we come to the source where these chicks come from, 
there are the eggs, there are these hatcheries where they use the Gov- 
ernment money; in other words, if the FHA—although in many in- 
stances it has been very helpful and has done an excellent job, still 
there are some instances where you have a surplus, when I do not think 
that they should finance putting on more chickens into the market and 
getting new growers to raise more hatchings, when you already have 
an excess, a surplus. 

Mr. Brown. You said that in your area, did you not, there is not 
extensive use of Government credit, in Maine? 
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Mr. Lipman. Well, there has been some, not to any extent, but there 

has been financing by FHA, and in other areas to a greater extent. 

Mr. McCuxtxocu. Let me see if I understand the technique. 

Did you say that FHA would finance poultry growers or poultry 
producers or egg producers presently ? 

Mr. Lipman. Yes. 

Mr. McCutxtocn. And what do you find 

Mr. Lipman. I believe—you mean, how much they will put up? 

Mr. McCutiocn. I was going to ask, what do you find they will 
extend ¢ 

Mr, Lippman. I believe that the Farmers Home Administration, 
they w ill go up to $1.25 or $1.50 a bird for raising the bird, when you 
have alres vdy a surplus now. 

Now, if you do not have a surplus, if you don’t have enough, then it 
is an excellent agency to help the farmer. 

Mr. Rooseverr. Would you yield a minute / 

Mr. McCunxiocu. Yes. 

Mr. Roosnvetr. If you were buying grain, can you get 100 percent 
80 percent loan under normal circumstances ¢ 

Mr. Lirman. Well, it costs about $2.50 to raise a pullet into produc- 
tion; it will go anywhere from $1.25 to $1.50 usually, for the feed, 
and the feed company will usually bring it up into production. 

Mr. Roosrvert. And roughly, you have a little under a 50-percent 
margin ¢ 

Mr. Lieman. You have a little over 50 percent zone on that. 

Mr. Roosrverr. Would you suggest that perhaps what should be 
done is both a tighter time limit, plus raising the required margin ? 

Mr. Lirman. Well, I would say that in hatching eggs, while you 
have a surplus, that zone should be cut out completely. Then if there 
is a shortage of eggs, I think that you would be doing a farmer a 
justice, and - it also gives him a chance to make a living, and that is the 
way I should say that things should work, but when you have a sur- 
plus already, why, you just continue m: iking it worse. 

Mr. Roosrverr. Well, now, is there any agency you can think of 
outside, for instance in the automobile industry it was handled 
through the Federal Reserve at a time when automobile financing 
was controlled—is there any agency of Government that you think 
should do this, or should you leave it where it is? 

Mr. Larman. I would leave it where it is. You have got the setup 
in the thing—but they should be instructed that when you have a sur- 
plus in eggs or anything, not to finance. 

Mr. Rooseveut. Who would you have to instruct them—the De- 
partment of Agriculture, or who? 

Mr. Lipman. Well, I should think the Department of Agriculture. 
They know the subject. And this thing is not a thing that just hap- 
pened. It has been predicted now for 1 many months, we get the egg 
cratements every week, we know whether there is going to be: a shortage 
or not, and the Dep: irtment of Agriculture knows. 

Mr. Roosrvetr. Thank you. 

Mr. Brown. Mr. Lipman, I think you were talking about the 
Farmers Home Administration loans and other Government loans, 
ire you not? 

Mr. Lipman. That is right. 
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Mr. Brown. I believe Mr. Roosevelt is talking about industry 
credit. 

Mr. Lipman. Well, the industry credit, that is private funds. 

Personally, I would hate to see the Government ever step in and 
tell the private man how to invest his own money. 

Mr. Roosrvetr. However, you make that as one of your recommen- 
dations. In other words, you draw attention of the committee to the 
fact that credit has been too generously extended by feed companies. 
If you are going to get those feed companies out of that picture, how 
are you going to do it ? 

Mr. Lieman. I don’t know how you are going to do it. When the 
Government gets into anything—take the pork prices that were men- 
tioned this morning. The Government by supporting grains from 
the Middle West has put us in Maine in an unfav orable position, 
because due to support prices in the West and freight rates, your 
Eastern Shore and your Georgia area and your Carolina area now 
have an advantage over us which it never did have, because the freight 
rate from the Corn Belt was not too much different from the freight 
rate into the shore; but by having support prices you have raised the 
prices of those things so that they have a definite advantage on us on 
hauling grains now. 

In other words, any time you put a curb on something, you are 
hurting somebody else or giving something to somebody. 

Mr. Brown. Now, just being the Devil’s disciple on that, without in 
any way reflecting my personal opinions, is it not true that the price 
of grain has been supported at a higher level in other years than it 
was in 1956? 

Mr. Lipman. Well, that is true, but still any supports—you make it 
economically feasible for areas to get into a product that they would 
not have been into if you did not have those supports; in other words, 
through Georgia and the Carolinas and the shore, they might not 
be raising corn today if you did not have support prices in the Middle 
West. 

Mr. Brown. I will grant you that the theory of that is that way, 
but in this instance, in an actual case, you testified earlier that you 
had good years and you never lost any money until 1956 and yet the 
price of grain was supported at a lower level in 1956 than in previous 
years, so it must be something: 

Mr. Lipman. Again, I hope I am not misunderstood on that, that is 
not the answer to this problem, but I am just saying, in other words, 
when you help one thing you are going to hurt another. 

Mr. Roosrvett. Mr. ‘Lipman, in other words, basically you think 
that it is really up to the industry, the feed industry, to exercise its 
own curbs, but if my information is correct, they did not want to con- 
sider that and they were told by either their counsel or the Govern- 
ment that this would be a violation of the Sherman antitrust law or 
the Clayton law ? 

Mr. Lipman. Well, I wouldn’t know. 

Mr. Rooseverr. And if that were true, don’t you think that might 
help if this committee might encourage by perhaps pointing out the 
way—in other words, an exemption of some kind for this particular 
credit control ? 

Mr. Lipman. I think that would be very helpful. 
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Mr. Roosrverr. Within limits that the Government w ould supervise. 

Mr. Lieman. That is right, and if the committee would even help 
set the thing up, I think it would be very helpful to the entire 
industry. 

Mr. Roosrverr. What I am trying to get at is, that I think that we 
ought to have a little more than just prayer, we ought to have some 
encouragement to get something done. 

[ was interested in your suggestion that elevators should be es- 
tablished in the notheastern part - of the country and waterway trans- 
portation used. 

Again I presume that you felt this should be done by private enter- 
prise capital, that capits tl should be attracted into that. 

Now, is there sufficient, or would there be sufficient profit, do you 
feel ? 

Mr. Lreman. I believe there would be. Also, strategically we are 
very bad off—you can take and wipe out two railroad bridges coming 
into New England, either through flood or war, or anything, and 
you would shut off all the railroad service into New England. 

Mr. Roosrvett. What waterways do you have in mind? 

Mr. Lipman. Well, as far as we are concerned, the waterways 
through New York down through the area, in other words, the whole 
coast of Maine, the Kennebec River, the Penobscot River. 

Mr. Rooseveitt. And I suppose the development of the St. Lawr- 
ence seaway would help. 

Mr. Lipman. Yes. 

Mr. Rooseveittr. And on top of page 2 of your statement where 
you talk about the inspection service, again, ‘if I am properly in- 
formed, there is a bill in the other body that, beginning in 1958, poul- 
try inspection will be on a voluntary basis and in 1959 on a com- 
pulsory basis, where it will give that service free. 

Mr. Lipman. That is right. 

Mr. Roosrvert. What effect will that have on you? 

Mr. Lipman. Well, that, I believe, is an excellent thing and it ac- 
tually would help us tremendously and will give the consumer a bet- 
ter product. 

We have done this voluntarily. In other words, when we built our 
new plant in 1952 we put in Government inspection and Government 
gr ading—not only does it put us competitively better—and it cost us 

$50,000 for inspection alone, and you have to have your plant facil- 
ities to get the inspection, which costs a lot of money and then the 
birds that are condemned, they are thrown away because they feel 
that they are not fit for human consumption and rightly so—and 
you don’t have the advantages of marketing that bird, we throw them 
away 

Mr. Roosrverr. Well, there will be objections to it from some 
areas, on the basis that they will be losing some advantage 

Mr. Lipman. Of course, costwise it is going to cost some areas a 
lot of money. 

Mr. Rooseverr. In what way—you mean by pooling their facili- 
ties ? 

Mr. Lieman. That is right. 

Mr. Roosrverr. But ultimately it should not hurt the consumer. 

Mr. Lieman. It should help the consumer a great deal. 

Mr. Roosrvetr. In quality and should help the) prices. 
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Mr. Lieman. That is right. 

Mr. Brown. Inasmuch as that bill is being considered in the Com- 
mittee on Agriculture, I believe that you better move on to another 
topic. 

Mr. Roosrvetr. That is all. 

Mr. Brown. One more question, Mr. Lipman. 

You are a partial owner, did you say, of a feed manufacturing 
company ¢ 

Mr. Lipman. Yes. 

Mr. Brown. Are you a majority owner? 

Mr. Lipman. I personally am not, no. 

Mr. Brown. Your company ? 

Mr. Lipman. They are, they own it 100 percent. 

Mr Brown. You think a feed manufacturer whose primary busi- 
ness is the manufacture and sale of feed should engage in farm 
production ? 

Mr. Lipman. Well, that is a statement [after pause |—that’s what 
Ido. [Laughter. | 

There are no if’s and and’s about it. The farming came first and 
the feed mill came after, but that is what I do. 

Mr. Brown. In this feed manufacturing do you produce other 
types of feed besides poultry feed ? 

Mr. Lipman. No. Strictly poultry. 

Mr. Brown. In your opinion, if there were legislation drafted simi- 
lar to the Packers and Stockyard Act whereby feed manufacturers 
who are in the business of producing other than poultry feed, that is, 
are really in the business of producing feed for sale, should there be 
a differentiation that could be made practically to protect people like 
yourself who are in the poultry business and manufacturing their own 
feed for their own use? 

Mr. Lieman. Now, I don’t know how practical it would be. It 
could be done, but, there again, I don’t know. 

Mr. Brown. And do you feel that in your integrated setup that you 
can produce broilers more economic ally than you could if the various 
operations were independent ? 

Mr. Lipman. Well, if I had not the type of setup that I have as it is, 
I don’t think I would live through 1956, could not have lived through 
1956, I don’t believe. 

Mr. McIntire. Could I ask a question ? 

Mr. Brown. Yes. 

Mr. McIntire. You have made reference to the fact that if you did 
not have the situation that you do have, you would have some doubts 
as to 19! Bs, but is not a subst: antis il part of your situation in 1956, was 
that not due to the fact that in this area you have a policy control 
which helps you to get a substantial market or merchandising position 
which you could not be able to obtain were you not in this particular 
arrangement, where you are able to meet the competitive situation on 
the market, substantially by policy control rather than by price mar- 
gin control ? 

Mr. Lipman. Well, it is very true, Congressman. In other words, 
we have never got down to the bottom of the river to sell our poultry. 
Our poultry even at going prices are at a premium, quite in excess of 
most plants in the country and we do it by quality control, the only 
way we could do it is through our entire setup. 
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Mr. Brown. Mr. Lipman, this grower who is growing these birds 
for you, you have a contractual arrangement with him? 

Mr. Lipman. Yes; per week. 

Mr. Brown. So much per bird ¢ 

Mr. Lieman. Yes; per bird. 

Mr. Brown. Would it be fair to ask you to tell us what that con- 
tractual arrangement is? 

Mr. Lieman. Well, up until 1957 it was 1 cent a bird per week. 

Mr. Brown. One cent a bird per week? 

Mr. Lipman. Yes. 

Mr. Brown. And it has been that way for quite some time? 

Mr. Lirpman. Yes. 

Mr. Brown. And I understand you have now scaled it downward 
or upward? 

Mr. Lipman. We have put the thing on an incentive basis. 

Mr. Brown. Do you have a floor? 

Mr. Lipman. Yes. 

Mr. Brown. Would it be a fair question to ask what that is? 

Mr. Lireman. It is one-half cent. 

Mr. Brown. One-half cent. There are many industries through the 
years that have recognized the adv: anta iges of integration but who have 
finally said that the disadvantages that developed outweighed the 
advantages. 

For instance, there is the incentive to a grower, that his next batch 
of birds—that he might lose, but at least he has a chance of making 
it, whereas, in other industries it has been found that through in- 
tegration then the firm gets into this matter of minimum wages and 
pension benefits and management-labor relations are involved, and so 
forth. 

If you had that in integration, do you feel that you could produce 
birds more economically than through an independent setup 

Mr. Lieman. I would like to see it happen on a nationwide basis, 
actually; I would like to see it happen on a nationwide basis, even 
though these other things would come—with our setup, why, we give 
them Blue Cross, we furnish health and welfare—we try to give them 
a lot of the benefits that even if they were independent growers they 
probably would not take care of themselves. 

You know, I still say that the grower of broilers, that the independ- 
ent grower in my area does a poorer job than the contract grower be- 

cause the contract grower, he has usually the proper equipment and 

he usually has good supervision and the independent grower does not 
have that supervision; in many instances he does not have proper 
equipment and there is a great tendency to sit down and talk and let 
things go until tomorrow that should be done today. 

Mr. Brown. I have here before me a recommendation from a broiler 
grower in Arkansas who has suggested to the committee that the 
C ongress pass minimum-wage legislation applicable to the poultry 
industry in which he feels that it should provide a minimum payment 
on the capital investment that the grower furnishes, the expensive 
poultry house plus so much for the wages involved in the labor of 
growing them. What would be your comment on that? 

Mr. Lipman. Well, the only thing is that we probably have more 
expensive chickenhouses in the State of Maine than he has. I would 
be in favor of anything that would equalize the cost of the labor cost 
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of a farmer in Maine with the cost in California or Georgia or any- 
where—I would be in favor of any legislation that would equalize the 
costs. 

Mr. Brown. You feel a minimum wage would accomplish that? 

Mr. Lipman. Well, I don’t know how to keep hours on a farm; 
that would be almost an impossibility, but anything that would equal- 
ize wages between what we pay in Maine and what they pay anywhere 
else in this country, I would be in favor of it, as far as farm labor is 
concerned. 

Mr. Brown. Well, could it be accomplished by a minimum price per 
bird contract setup ? 

Mr. Lipman. That, I don’t know. 

Mr. Brown. Before you leave that chair, Mr. Lipman, for the bene- 
fit of the committee again, your integration operation differs from a 
joint venture or combination between a feed mill, a hatchery, and a 
processor, all of whom were independent. 

Mr. Lipman. That is right. 

Mr. Brown. But who, together, might share the profit or the loss. 
Last year it was mostly loss—but make a profit on each segment ; there 
is the difference in your operation and that. 

Mr. Lipman. Yes. 

Mr. Brown. You are integrated: you are a producer who grows 
birds through contractual arrangements. 

Mr. Lieman. That is right. 

Mr. Brown. And you own a feed mill, or a part interest in a feed 
mill, that produces poultry ¢ 

Mr. Lipman. That is right. 

Mr. Brown. And you own a hatchery; is that correct ? 

Mr. Lipman. Partially. 

Mr. Brown. Yes; partially. 

Mr. Roosevett. Mr. Chairman, I might just say that, Mr. Lipman 
having characterized himself as the big bad wolf, I have not heard 
anything that would justify that characterization. 

Mr. Brown. I have not, either. 

Mr. Lipman. Well, I thought just being integrated made me a big 
bad wolf. 

Mr. Corrtn. Mr. Chairman, I just want to comment that Mr. Lip- 
man and his associates have done a successful business, a wonderful 
job in the poultry industry, and I think he is quite an expert in this 
field. 

Mr. Brown. And let the Chair add at this point that the committee 
is inwardly appreciative of his cooperation, and we are glad to hear 
from you. 

Mr. Lipman. Thank you. 

Mr. Brown. And now we would like to hear from Mr. Don Corbitt. 


TESTIMONY OF DON CORBITT, FORT HALIFAX PACKING CO., 
WATERVILLE, MAINE 


Mr. Brown. Will you raise your right hand, Mr. Corbitt? Do you 
solemnly swear that the information you are about to give to this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Corsitr. Ido. Thank you, Mr. Chairman. 
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Mr. Brown. Would you identify yourself for the reporter? 

Mr. Corsrrr. I am Don Corbitt, I am age 45; Waterville, Maine. 
I graduated from the University of Maine, the College of Agricul- 
ture, in the class of 1934. After graduation I worked for the Uni- 
versity of Maine as assistant dairy specialist. I resigned this position 
in 1937 to undertake a farming operation of my own, which is a com- 
bination of dairy and poultry farming. 

In 1940 I accepted the position of Chief of the Division and re- 
mained in the Department of Agriculture and I resigned from that in 
1943 in order to devote more time to my farming operation which I 
have continued and which today consists of a herd of 140 registered 
Holsteins and approximately 8,000 hens from which we produce 
hatchings. And the farm operation comprises approximately 500 
acres. 

Mr. Brown. You have a statement. Would you like to read that? 

Mr. Corsrrr. Well, I make this statement, Mr. Chairman. Except- 
ing for this firm, all of my activities in the poultry business are pretty 
much in concerns where I have a minority interest. I have an interest 
in the hatchery; I have a minority interest in the dressing plant, a 
minority interest in a broiler-growing operation, and I have a joint 
interest with my brother in a hatching- -egg service and also producing 
hatching eggs. 

Mr. Brown. What was your experience in 1956 in the poultry 
business ? 

Mr. Corerrr. Well, it did not get along too good. 

Mr. Brown. Have you had other years as bad ? 

Mr. Corsirr. My experience pretty much has been this; in the 
poultry business up until 1956 that if you are able to stay in it, that 
you were always able to come out, because at the end of the calendar 
year and in the next the market changed so that you were able to re- 
cuperate your loses and— 

Mr. Brown. Do you see any signs that the recuperating period is 
getting longer or might get longer? 

Mr. Corerrr. It sure has gotten longer. 

Mr. Brown. Did some patients in your area die during the period 
of recuperating ? 

Mr. Corsrrr. No; there have been no fatalities yet. 

Mr. Brown. Would you classify yourself as a farm grower who also 
has some interest in these other aspects ? 

Mr. Corerrr. I always classify myself as a farmer, because I am 
proud to be in that category. I do have these interests in the broiler 
business with associates, which probably puts me in the classification, 
as you mentioned, of—or as Frank Lipman said, a big bad wolf, 
or whatever you want to call it. 

Mr. Brown. How many birds, roughly, would you say that you 
were growing a year? 

Mr. Corrrrr. My broiler operation grows between 6 million and 7 
million birds. 

Mr. Brown. Six million of seven million birds. Are these grown— 
the labor involved; is that done by people on a contractual basis? 

Mr. Corsrrr. The majority of them are; yes. We probably—on the 
farms that we own, we possibly grew in this last year approaching 
1 million. 
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Mr. Brown. On your own farms 1 million, and then some 6 million 

are agrown on a contractual basis ? 
r. Corerrr. That is right. 

Mr. Brown. Is the contractual agreement roughly the same as that 
outlined by Mr. Lipman ? 

Mr. Corsirr. Yes: except I would like to add this, that we felt 
basically that—well, our lifeblood is the growers and the welfare of 
the growers—let me put it this way: That our investments in these 
plants and other facilities are completely valueless without the grow- 
ers. In our operation we are concerned about these other things, and 
we carry our growers with health and welfare and accident insurance 
and different things that we feel might protect them a little. Without 
those people we could not operate. We are fully aware of that. 

I think one thing that has not been pointed out here that I would 
like to comment on is that I believe the poultry industry has had a 
tremendous economic importance in the State of Maine. We were 
faced in Maine with the situation that we had these dairy farms with 
dairy equipment and dairy barns than were not able to adjust to the 
dairy picture, and they went into chickens, and these barns were con- 
verted and in many cases they made very suitable poultry housing and 
it was developed that way, and that made it possible to get into that. 

I think I could say this, that in the period of 10 or 15 years of the 
development of the broiler industry, I know of very few cases where 
our broiler growers as such went into bankruptcy or mortgage fore- 
closures but in that period we did have a good many—well, some of 
these people, the bigger operations, they did go bankrupt; we did have 
a good deal of mortality, maybe 6 or 8 people in the contracting bus- 
iness which failed. There has been a lot of risk, but I think that if 
you will let me be so conceited as to say that perhaps some of us have 
little better management and organizations than others and up to this 
point we have been able to survive. 

We have in our organization, a great deal like in Mr. Lipman’s, we 
have, we feel, the kind of people that we have in there, that is what 
probably is fundamental to our being able to stay in. We have over 30 
college boys working in our organization and we have our own vet- 
erinarian and our own diagnostic laboratory and I think it is probably 
because of that reason, that our growers have had information and the 
supervision that has not been possible for an independent grower to 

t. 
The other fact is that I think the independent grower—he has had 
to face the fact he could only sell his chickens four times a year, which 
made it difficult for him to have the protection of a guaranty. 

Mr. Brown. Your average grower—what would be the average size 
of the poultry he grew, the number? 

Mr. Corstrr. About 12,000 birds. 

Mr. Brown. And would you say that is a $20,000 investment ? 

Mr. Coreirr. Well, yes. I have some figures here prepared by the 





University of Maine, and I would be glad to quote these for the rec- 
ord, if you like, prepared by the Extension Service. 

They showed that the average poultry house has a value of about 
$1 a bird, with an average capacity of 15,000 birds, and the heating 
plant, the average cost of the heating plant is $7,750, so that in this 
study the cost of 15,000 birds is $18,750. 
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Mr. Brown. That study also indicated the average income for 
that capital investment and the labor? 

Mr. Corsirr. That was a cost study, Mr. Chairman. 

This study has the breakdown here showing that the interest on 
the capital investment at 5 percent depreciation and all of these other 
items, with depreciation on that house for each flock of chickens, was 
$405, which is $1,543 for the year, and interest on the capital invest- 
ment was $1,038, in that year, the length of time that we normally 
grow chickens, that house would have grown 65,700 birds which 
represents 1.57 cents per bird cost, overhead cost. 

Mr. Brown. According to Mr. Lipman, the rule-of-thumb agree- 
ment in Maine is 1 cent per bird, per week. Does that figure out 
about 10 cents a bird? 

Mr. Corsrrr. Approximately. It will be something less than that 
old agreement, that we carried on until February, 1957, and it would 
be determined by the number of birds that would be taken out of the 
house, less the mortality, it would average about 97 percent, so at 10 
weeks old it would be 9.7 cents a bird. 

Mr. Brown. That has been scaled down; is that correct ? 

Mr. Corsirr. Yes, in our operation this year. 

We called and advised our growers well in advance of the time of 
putting that in, that it was not retroactive. Many of the operations 
are still on 1 cent a bird, a week. They could have gone with these 
other companies if they saw fit, they had the opportunity. 

We think that probably we have the best growers in the State of 
Maine, and that is why we have the best pack in the country—I want 
to get that into the record. 

Mr. Brown. On this rule-of-thumb, we found in some other sections 
of the country 5 cents per bird, and then 114 cents for depreciation, 
and interest on capital—— 

Mr. Corsrrr. Mr. Chairman, may I point out that in our operation 
we pay all of the costs in the operation; besides, we pay for the fuel, 
the litter, the lights, all of the items pertinent to growing that 
chicken, plus the fact that we guaranteed one-half cent a week, which 
we pay for each and every one, and there is the cleanout check when 
the house is empty, and we have the health and welfare policy, and 
then we give him the first three-quarters, it is divided up 

Mr. Brown. That is, these people in other sections who are con- 
tracting for these birds at 5 cents, if the cost of depreciation and 
interest on the capital investment, which that figure normally covers, 
if that left 314 cents per bird—I mean, if a man grew 48,000 birds 
in 1 year, that would be 12,000 capacity in 4 batches a year, and that 
would roughly figure out at $1,680 income for the labor for that year. 
Is that correct? 

Mr. Corsirr. Mr. Chairman, I might add at this point, if I may, 
that we have no delusions or anything, that our growers are getting 
a complete return on their investment at the present basis of opera- 
tion. 

We feel that the variation between a good operator and one that 
is not so good is commonly 3 cents a pound, and we feel that we 
needed something to stimulate our growers to try to bring that 
differentiation closer together, because there is nowhere else in the 
business where we can capture 3 cents except at the growing level. 
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Mr. Brown. In other sections that problem has been solved in some 
instances just by doubling the capacity that the individuals have to 
care for. Do you think it is an advisable policy in Maine? 

Mr. Corsirr. Well, I think we have done it in Maine, and I think 
our figures will bear it out—I mean, it was not too many years ago 
when growers grew 5,000 and 6,000 chickens, and then a man began 
to grow 10,000, we felt that when he grew 10,000 he had had it. 

We had at that time no interest in growing anything beyond 
10,000. But with the improved equipment and techniques | it is pos- 
sible to grow twice that number, and it has been demonstrated and 
our growers, as well as all over the country, are growing more 
chickens. 

Mr. Brown. In other words, the solution that has been adopted 
by certain people of doubling, just adds to the woes and further 
depresses the market ; is that correct ? 

Mr. Corsirr. Well, I think none of us can say but that at some 
point we have all doubled—and I think we will continue—I think 
that we are in the situation today that probably, as the aftermath of 

maybe too much success and prosperity in 1955, it stimulated us to 
believe that the apparent consumer demand ran beyond what we had 
anticipated it would be for 1955, and we felt it would continue and 
we became interested in more chicks, and we also find that by effi- 
ciencies in our plant and so forth and so on, we could cut our costs, and 
so we all increased because it was a good market and we thought it 
would hold up and go better and w ould get us some money, and that 
happened all across the countr y, every body did it. 

And then, when we come into 1956, the production was beyond 
anything that we had ever known. 

Our pitfall, as I think I will point out, is that there is a gross mis- 
nomer in agriculture with some of us, when we say that we sell our 
products. Even through the processing plant, we do not sell agri- 
cultural products, we deliver them to the market for what it will 
bring, and the price that it will bring in the market is what is left 
over, that is what goes to the farmer, and that is not only true of 
eggs and poultry but all other items. 

Mr. Brown. Mr. Corbitt, you have put your finger on a very per- 
plexing problem, if I could make this observation at this point in the 
record. 

The flexible versus rigid price-support debate will probably go on 
as long as we live. There are people who honestly believe that if the 
prices were adjusted down that the production of agricultural prod- 
ucts would decrease. To date, there is nothing to indicate that that 
has happened since prices have been scaled down. 

On the other hand, it is stated with equal fervor by others that 
when the price is more or less constant at a given level, some people 
believe that encourages production. 

In your experience in the poultry business, forgetting price control 
or any Government control, do you think that the expectation of a 
more or less constant price, with reasonable fluctuations, tends to in- 
crease production or hold production at a level ? 

Mr. Corerrr. Mr. Chairman, I think it would be very tragic to have 
any setup presently that would give us any guaranty of a steady price. 
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I could show you here, if you would like, what happened. I have 
a little slip of paper here that I have kept over the years to show 
what happened. 

In our operation, roughly, in 1932 we had birds that cost us ap- 
proximately—in 1952 it cost us approximately 30 cents to grow chick- 
ens. We have individual cases today where we are able to grow 
chickens on the farm as low as 18% cents. And that is the biggest 
factor that has come about, I believe, management know-how, and I 
believe that the breeders have contributed a ‘lot, but we still have got 
potentialities—you know, the State of Maine runs a broiler test, and 
they have finished and they have come out that at 9 weeks’ age, the 
birds averaged in that test, the top 10, 4 pounds, and it only took 2.15 
pounds of feed to produce that figure, in 9 weeks. 

[ do not think that we in the industry or anybody in the Govern- 
ment wants to stop the trend that way. 

[ think it is a good deal like basketball, or whatever else—we want 
rules, but we want to be sure that the referee does not have the ball, 
and if I could make the point, until agriculture has some selling 
power to meet in the market place against the tremendous buying 
power, it is going to be very difficult and impossible for us in agricul- 
ture to say what our product is worth. 

And even with all of these integrated operations and everything, 

I do not believe that integration would represent but 2 or 3 percent 
of the industry—and the whole production in the State of Maine 
represents less than 4 percent of the Nation’s industry—how are we 
going to get it ? 
I don’t know. It might be possible that we in agriculture might, 
under the Department of Agriculture supervision, might collectively 
eet together with certain rules so we would have something to say 
about that. E 
[t is going to be impossible for us with the terrific buying power 
that there is in this country and through the way foods are handled, 
to have a single thing to say about our prices unless we can have the 
power of selling equal to the power of buying—otherwise, it will fall 
where it will. 

I think we need some other things. I think the industry, with some 
help and encouragement might promote and extol our virtues, and 
{ think that would do a lot of good—well, for a few years, for ex- 
ample, I did not know anybody in Georgia and I didn’t know any- 
body good in Georgia, because they brought those chickens in for less 
money, but I have gotten to know those people and I have learned 
that they do have some good people—I haven’t had the privilege of 
meeting those that I would like to punch in the nose, but I doubt if I 
ever will- 

Mr. Roosevat vr. Mr. Corbitt, I don’t think I have very many ques- 
tions, but I would like to ask whether you feel that in the State of 
Maine a grower can operate today without being part of an integrated 
system one way or another ? 

Mr. Cornirr. Mr. Roosevelt, you never could run a chicken business 
in the State of Maine without integration. Without integration, the 
chicken business could not live in the State of Maine. That is my 
personal opinion. 

Until 1940 we had no broiler business in the State of Maine. In 
1940 the commercial broiler industry in the State of Maine repre- 
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sented $274,000. In 1955 it represented approximately $30 million. 

Mr. Rooseverr. In your opinion, are the people who are out of 
‘business in the State of Maine as growers, are they generally people 
who came in high and 

Mr. Corsrrr. In my opinion, Congressman, the growers have not 
gone out in the State of Maine unless they wanted to sell and go out, 
the growers in the State of Maine have had the protection of guar- 
anty. We felt that it was necessary for us to change our program 
which does not guarantee the grower all that he should have, we feel 
that the grower must take part of this risk to keep the industry in a 
competitive position. 

Mr. Roosrverr. You think perhaps a few people have gone out who 
could not meet that test as the result of not having the guaranty? 

Mr. Corsrrr. The only people who have gone out tried to contract 
for chickens and have not been able to manage their operation so as to 
be competitive enough to stay in it. 

Mr. Roosevetr. In other words, the normal attrition of any business. 

Mr. Corsirr. Not at the growing level. 

Mr. Roosrvett. That is all. 

Mr. Brown. When you speak of integration you are speaking, are 
you not, of the contract growers; is that correct? 

Mr. Corsirr. Mr. Chairman, I really don’t know what this word is, 
it is like some things that you say about something you don’t like—I 
mean, this word “integration” is something you don’t like to be called, 
there is something about the tone of voice that is used, you know, but 
integration is fundamental and I think maybe when a few rules and 
some things—I do not think that we, in our operation, or anybody 
else, have a right to unjustly take things from somebody else. 

ft would wholeheartedly support the point that you brought up, Mr. 
Chairman, that maybe we should have the minimum wage applied to 
growers. 

I am willing to meet anybody in the field of competition on the 
same rules as the others, and if that will help, if you want the 
growers out there to have this minimum guaranty, I will be whole- 
heartedly for it, if we can all get the same rules. 

Mr. Roosrvett. Mr. Chairman, as a member of the Committee on 
Labor, the problem is how practically to administer such a measure 
and no one, frankly, has ever come up with an explanation of how to 
administer it. 

Mr. Corsirr. Mr. Congressman, I guess you have a lot of responsi- 
bility and we have no right in this country—and I feel that if we are 
going to take 1 segment of our society and say that they are entitled 
to protection, if we are going to give one segment of our society $1 
or $1.50 as a minimum, then I think that the people on the farms are 
entitled to the same protection. 

Mr. Roosreve.tt. How would you, from the practical point of view 
get a reporting system on a farm, on a man who in many cases is 
doing his own labor, how would you set up a bookkeeping system ? 
You would have to have—well, even now it is bad enough with the 
Internal Revenue, but if you tried this, then I think you would have 
inspectors crawling all over the lot. I mean, you know enough about 
the farming operation yourself. 

Mr. Corsrrr. Yes. And I am fully aware of the problems, but I 
think that is the problem that we have to face up to. 
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Mr. Roosrverr. Well, if you can help us figure that one out, we will 
be glad to have you. 

Mr. Brown. Mr. Corbitt, you mentioned that your average grower 
handles 12,000 to 14,000 capacity. 

Mr. Corerrr. Yes, sir. 

Mr. Brown. Would you put 30,000 capacity on 1 farm? 

Mr. Corsirr. Yes, and I have, Mr. Chairman. I had 40 000 at one 
time. 

Mr. Brown. Is this as efficient an operation as the smaller unit? 

Mr. Corerrr. Mr. Chairman, to answer that question—I am sorry, 
I do not have the information but we have just completed a year’s 
contest between all of the growers—there were 25 of them—and we 
offered prizes in that contest, to make an analysis of what happened 
and we gave about $8,000 in prizes and it was all on the basis of the 
performance of a flock over a year. 

When we finished we got results from 25 people that participated 
in the prizes and there were people that had never grown chickens 
before and there were people that had grown them for 10 years, 
people that had grown them in barns and some of them that had 
grown them in modern poultry houses and we had small farms and 
we had big farms—so I am sure I am confused and could not answer 
your question. 

In other words, I think this: That we will never get away from the 
human element, this little touch of fattening a growing calf—and that 
goes with growing chickens, that human touch. 

Mr. Brown. Let me ask you quickly some questions on capital. 

Has there been any extensive use of Government credit in your 
operation ¢ 

Mr. Corprrr. We have not used any Government financing in our 
operation. 

Mr. Brown. Has there been extensive use of feed company and 
hatchery credit in your operation ¢ 

Mr. Cornrrr. We have used no hatchery credit. We paid for our 
chicks every week. We have used finances from the feed company, 
running from 30 or 45 or 50 days at the maximum. 

Mr. Brown. 45 or 50 days? 

Mr. Corsrrr. That would be the maximum. It all depends on how 
it goes—that is the maximum. 

Mr. Brown. I believe Mr. can would like to ask questions. 

Mr. Corrrx. Mr. Chairman, I do not have any questions. We cer- 

tainly are aware of all of these problems and I am only going to say 
i at I am very, very interested in these hearings which involve some 

very vital problems affecting our area and I commend you for these 
hearings. 

Mr. Brown. Thank you, sir, and may I add my comment, that 
from the State of Maine we have had two excellent witnesses and we 
thank you very muc h. 

Mr. Corerrr. And may I say, Mr. Chairman, that the ice is out of 
the lakes in northern Maine and the fishing is very excellent and I 
would be happy to have you join us and I am going home right now 
and going fishing. 

Mr. Brown. Well, I would be happy to join you. That is a tempt- 
ing invitation. 

Now the committee would like to hear from Mr. Jacob Furman. 
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Mr. Brown. Will you raise your right hand, Mr. Furman ? 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Furman. I do. 


TESTIMONY OF JACOB FURMAN 


Mr. Brown. Mr. Furman, you are in what industry ? 

Mr. Furman. Processor. 

Mr. Brown. How long have you been in business ? 

Mr. Furman. 1934—23 years. 

Mr. Brown. Are you presently engaged in processing ? 

Mr. Furman. Not at the moment. I closed my doors about a 
month ago. 

Mr. Brown. What happened ? 

Mr. Furman. I could not obtain any poultry from individuals. 
Unless we grow our own poultry we cannot have any so we had to 
close our doors. 

Mr. Brown. When you were a processor you were located where? 

Mr. Furman. Hampton. Mass. 

Mr. Brown. And you were purchasing poultry for processing ? 

Mr. Furman. From individual growers. 

Mr. Brown. What was the capacity of your plant, Mr. Furman ? 

Mr. Furman. Approximately about 200,000 pounds weekly. 

Mr. Brown. When did you first experience difficulty in getting 
birds to process? 

Mr. Furman. It has been for the past 3 years, now. 

Mr. Brown. Did independent growers start dealing with someone 
else or what? 

Mr. Furman. No, they are doing growing for someone else. 

Mr. Brown. They became invoived in integration ? 

Mr. Furman. That is it. 

Mr. Brown. What is the future of the independent processor, such 
as yourself, Mr. Furman, in this industry at the present time? 

Mr. Furman. Well, unless we go ahead and follow some of the 
others’ footsteps, I can’t see any future in it for the independent proc- 
essor because we cannot obtain the product. 

Mr. Brown. Did you consider going into an integrated setup ? 

Mr. Furman. Yes, and I took a good shellacking. 

We went into it late. In other words, the past 15 or 18 months— 
and those have been the worst of the last few years. 

Mr. Brown. Did you experience any difficulty in obtaining capital 
to go into an integrated setup ? 

Mr. Furman. Oh,yes. We went in ona very small scale. 

Mr. Brown. Did you receive credit from hatcheries for the chicks 
required ? 

Mr. Furman. Tosome extent, not to a great extent. 

Mr. Brown. Did you receive credit from your feed suppliers for the 
feed you bought? 

Mr. Furman. To a very small extent. 

Mr. Brown. Could you have arranged with the feed suppliers to 
have credited you for most of the feed ? 








PROBLEMS IN THE POULTRY INDUSTRY 139 


Mr. Furman. I don’t know, I couldn’t say, I didn’t try because I 
couldn’t see any future in it at the moment. 

Mr. Brown. How many birds did you actually grow ? 

Mr. Furman. Well, I would say about 200,000 to 300,000. 

Mr. Brown. Ina period of a year, or what? 

Mr. Furman. No; that would give us about 30,000 weekly. 

Mr. Brown. You actually grew about 30,000? 

Mr. Furman. Well, it was more or less, ‘not 100 percent our own, 
we were in partnership with feed companies and hatcheries—in other 
words, one-third, one-third, one-third profit or loss. 

Mr. Brown. In other w ords, you had a combination deal ? 

Mr. Forman. That is right. 

Mr. Brown. All shared the loss? 

Mr. Furman. All shared the loss. 

Mr. Brown. Is that common in the industry ? 

Mr. Furman. More or less. 

Mr. Brown. To summarize, Mr. Furman, you feel that a processing 
firm today in the poultry industry has to have a more or less captive 
market in order to survive? 

Mr. Furman. Well, yes; it absolutely has to, and it has to have its 
own merchandise. 

Mr. Brown. Mr. Furman, did you ever borrow any money from a 
Government agency ? 

Mr. Furman. Never. 

Mr. Roosrverr. Mr. Furman, when you say you could not get the 
birds, is that because the competition on the financing end from the 
other integrated companies was so great you could not compete with- 
out providing 

Mr. Furman. No; the birds were not there. In other words, the 
only time you can get birds is—when your costs are tied in with it, 
whether you are growing one-third or 50 percent or 100 percent—in 
other words, the small independents that used to grow, they are not 
there any more, they are growing for somebody else for 1 cent a week, 
or they are out of business in our section. 

Mr. Roosrveit. Maybe I am just confused, but it seems to me that 
the committee has testimony that they were actually going out of the 
business in the processing end, hatcheries going out of business be- 

cause they could not, presumably, sell the birds profitabl 

What was the appeal for an independent to go into the Seaieass and 
perhaps set up an integrated organization ? 

Mr. Furman. Well, the reason the hatcheries—some are going out 
of business because they could not sell the day-old chick, not the 
finished product—if they were growing them to broiler size, they 
could sell them easily enough but they did not want to do that because 
they would have a loss, 

Mr. Roosrvetr. In other words, what you are telling me is that you 
could not establish your captive market, and therefore you had to go 
out of business ? 

Mr. Furman. Well, yes and no, 

We actually did not have enough product to process efficiently, unless 
we were growing that product ourselves, and on every pound that we 
were growing we were taking a loss of anywhere from 2 to 4 cents a 
pound, and therefore we st ood it as long as we could and then decided, 
“Well, we will go out and wait and see what develops.” 
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Mr. Roosrvert. Now, would you necessarily have taken that loss 
or been required to take that loss if you could successfully establish 
your own captive market? 

Mr. Furman. Even in our own captive markets at the moment, 
everyone in it is still taking a loss, and irrespective of these other 
fellows ahead of me, I feel that they are taking a shellacking but the 
are in hopes that there will be a change—and the only way it will be is 
if we can cut the production, and those big ones, those are the ones that 
do not cut production 

Mr. Roosevett. But you think they are of sufficient size 

Mr. Furman. The industry as a whole should decide and not the 
other fellow, but the whole industry should cut production about 10 
percent or 15 percent. 

Mr. Rooseverr. Specifically, what would you recommend to the at- 
tention of the committee as steps that the committee should consider ? 

Mr. Furman. I should recommend—I think the industry itself has 
to try to help itself. 

Mr. Roosevett. And that our greatest service is bringing to light the 
problems of the industry ? 

Mr. Furman. That may be so, but the industry definitely will have 
to make up its mind to cut production because people can eat just so 
much chicken and no more, and the demand has been terrific but the 
production is way ahead of it. 

Mr. Roosevetr. That is all; thank you. 

Mr. Brown. Mr. Furman, thank you very much for coming here 
and helping us, and we really appeciate it. 

The committee would like to announce that we will continue here 
until roughly 5:30, and we will try to cover as much ground as we 
can without losing any witness who has come to testify. We want the 
benefit of all of that testimony that we can get, and we will continue 
for another 30 minutes or so. Perhaps we will be able to dispense with 
a session tomorrow, inasmuch as a couple of members had to leave 
town unexpectedly. 

The Chair will now call on Mr. John Hergreaves. 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Herereaves. I do. 


TESTIMONY OF JOHN HERGREAVES, CAROLINA POULTRY FARMS, 
FEDERALSBURG, MD. 


Mr. Brown. Mr. Hergreaves, Congressman Miller of Maryland sent 
word that he is extremely sorry that he had to go to Louisville today, 
because he wanted to see you. I thought you might like to have that 
message. 

Mr. Herereaves. Thank you. 

Mr. Brown. Mr. Hergreaves, what end of this business are you in? 

Mr. Herereaves. I am in the poultry processing and manufacturing 
business, sir. 

Mr. Brown. In the poultry processing and the manufacturing ? 

Mr. Hercreaves. Yes; it is one and the same term. 

Mr. Brown. You are located where ? 
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Mr. Heroreaves. I am located on the Delmarva Peninsula, and I am 
secretary-treasurer of Carolina Poultry Farms, located at Federals- 
burg, Md. 

We operate two poultry processing plants located nearby each other, 
both in the State of Maryhens We are engaged in no growing pro- 
gram, no feed manufacturing program; all we do is process poultry. 

Mr. Brown. How long have you been in this business, Mr. Her- 
greaves ? 

Mr. Heroreaves. Well, I studied oe at Iowa State Col- 
lege, in Ames, Iowa, the ‘class of 1936. After got out of college I 
was employed ‘by Swift & Co. in the dairy and poultry division for 6 or 
7 years. Then T entered the United States Naval Reserve in about 
1942 and was discharged at the end of 1945, and entered into the busi- 

ness I am now engaged in. 

Mr. Brown. You have a statement you would like to read? 

Mr. Heroreaves. I have a statement here that might be helpful in 
giving a little background to the poultry industry, how it started, and 
why I am located on Delmarva and the reason the poultry industry 
has progressed as well as it has over the last 15 or 20 years. 

Mr. Brown. Yes, sir; proceed. 

The Delmarva Peninsula is a narrow strip of land, located be- 
tween the Atlantic Ocean on the east and the C hesapeake Bay on the 
west. It includes the State of Delaware, 9 counties in eastern Mary- 
land and 2 counties in Virginia. The peninsula is relatively small in 
size, measuring 190 miles in length and 70 miles at its widest point. 

Since the early part of this century, the Delmarva Peninsula has 
pioneered in broiler growing and mar ‘keting practices and its poultry 
industry has been looked upon as a standard of measurement for 
efficient production and as a barometer of the economic condition of 
our nation’s broiler business. This area is truly the birthplace of the 
modern era of commercial broiler growing. 

In the earlier days, as was the case everywhere, all farmers raised 
a number of chickens and other fowl to supplement their food sup- 
ply. In some instances a few extras were raised to supplement the 
income. 

With the growth of the big cities and the increased demand for 
food, and with the knowledge from experience that the conditions 
on the Delmarva Peninsula were just right to raise superior chickens. 
many of the farmers began to raise chickens commercially. 

Last year, this small ; geographic center shipped approximately 150 
million broiler-fryers to market. Delmarva supplied almost 75 per- 
cent of the total receipts of the dressed poultry in the Philadelphia 
market. It is the dominant supplier of the New York City market, 
furnishing between 35 and 40 percent of the receipts of that city’s 
fresh iced chickens. 

Presently, over a billion commercial broiler chickens are being 
raised annually in the United States. The production of broilers is 
now over 10 times larger than back in 1939; yet, the total food con- 
sumption in our country is only about 50 percent above the 1935-39 
period. 

Yes, from the Red Jungle fowl of 3000 B. C. to the modern and 
efficient $9 billion poultry industry of today, i is one of the most sen- 
sational agricultural developments of all times. And, of this multi- 

95697—57—pt. 1——10 





142 PROBLEMS IN THE POULTRY INDUSTRY 


billion-dollar industry, commercial broiler raising is proving to be 
very popular for both the producer and consumer. 

This greatly marked increase in popularity in broilers and fryers 
has been no accident, however. No other phase of the poultry and 
livestock industries has made greater increases in efficiency during the 
past 25 years than has the broiler-fryer business. 

During 1930, only 20 pounds of chicken meat could be realized from 
each 100 pounds of feed; today, an equal amount of feed will produce 
38 pounds of chicken meat, an increase of 90 percent. Pork, on the 
other hand, gives only 29 pounds of meat from 100 pounds of feed, 
or about 26 percent more than the 23 pounds of pork converted from 
the same amount of feed back in 1930. 

Such progress in the poultry industry results in reasonable con- 
sumer prices, giving Mrs. Housewife a decided advantage as she selects 
broilers and fryers for her family’s meat. And she is choosing chicken 
often. 

During the past quarter of a century, broiler growing has increased 
from less than a million a year to more than a billion. Think of it— 
from one-quarter pound to 18 pounds of broiler meat per person an- 
nually. During the same period, all chicken meat consumption in- 
creased from about 10 pounds per person to about 29 pounds. 

But enough said about the volume and efficiency of the broiler busi- 
ness. Chicken is more than good eating—it’s good for you, too. Meals 
planned around chicken provide essential nutrients—high quality pro- 
teins, minerals, and vitamins, all of which help to maintain good 
health. 

Chicken meat, even though one of our most nutritious foods and 
an excellent source of well-balanced proteins, is quite low in calories. 
The younger the chicken, the lower the calories; and white meat has 
fewer than dark. Eight ounces of breast meat (bone out) from a fryer 
contains only 210 calories. There are only 685 calories in 1 pound of 
broiler meat; yet, in a pound of sirloin, there are 1,346 calories. 

Americans have always loved chicken—broiled, fried, roasted, and 
other various ways. However, until a few years ago, relatively speak- 
ing, the serving of this favorite meat was restricted to a few months 
a year, usually a seasonal dish for late spring and summertime eating. 

Today, there is no closed season for the eating of broilers or other 
kinds of poultry. Spring, summer, winter, and fall, flocks of high 
quality, meaty flavorful chickens come to market to be sold through 
stores and to be prepared and served in a variety of ways in homes, 
hotels, and restaurants. 

Today’s broilers and fryers are bred and fed to mature rapidly— 
ready for market in 9 to 10 weeks They are young, tender, and tasty. 
Because they are available year ‘round, fresh, fresh-frozen, ready to 
cook, and precooked, ready to heat and serve—you have in broilers and 
fryers a meat that will please your family and company, too. It is an 
economical meat, high in protein and low in calories, and at the same 
time a dish that’s tops in good eating. 

That concludes my written statement. 

I would like to say at this time I am here today not because I re- 
quested to be heard before this hearing, but because I came voluntarily 
when I was asked to come here and present whatever information I 
had that would be helpful to the committee, and making this factual 
study of the poultry industry. 
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Mr. Brown. And may I say that the committee is extremely appre- 
ciative of your effort. I like fried chicken, too. 

Tell me, have you experienced any difficulty i in the Delmarva area in 
securing birds for processing ¢ 

Mr. Hercreaves. No; we have not. 

Mr. Brown. Is your volume of processing greater now than it was, 
say, 2 or 3 years ago? 

Mr. Herecreaves. It is running roughly about the same as 2 or 3 
years ago; approximately at about that time we added the additional 
plant to our organization and, of course, that instantly doubled the 
production but we—it is now roughly about the same as 2 or 3 years 
ago. 

Mr. Brown. During the last 5 years what would you term your 
good years and your bad years / 

Mr. Hercreaves. Well, our system of procuring our raw products 

on the Delmarva Peninsula is a little bit different from the system of 
procurement in other areas, and perhaps might be a little unique in 
this respect, that around 3 or 4 years ago approximately, we estab- 
lished a live poultry auction down on the Delmarva Peninsula, lo- 
cated at Selbyville, Del., and for the most part, most of the poultry 
produced on the Delmarva Peninsula goes through that exchange, so 
it is a growers’ exchange and we, as the buyer and processor, can go 
on the exchange and bid for the poultry on an open and free market, 
and usually get the requirements that we need. 

I think perhaps in some cases there were times when production 
was a little low and there was not quite as much poultry available as 
necessary to run all the plants on the Delmarva Peninsula on a 100 
percent basis, but even through these periods of low production the 
plants have been able to keep their help around them and keep proc- 
essing poultry and stay in business. 

Yes: there have been some lean years, and we think that perhaps 
there can be lean years in all businesses, and I do not see why there 
should not be some years where it is pretty lean and others where it 
is satisfactory 

Mr. Brown. What, specifically, though, were the years; do you 
recall ? 

Mr. Hercreaves. No; I don’t have those figures available. 

Mr. Brown. Was 1954 a good year or a bad year? 

Mr. Heroreaves. 1954 would be considered an average year from 
the processing point of view. You understand, of course, ] Mr. Chair- 
man, that inasmuch as we are not involved in any growing program, 
any results whether they be good or bad from the “standpoint of the 
production end could not be reflected in the results that we would have 
as independent processors with no captive market or no raising or 
growing or production program. 

Mr. Brown. Mr. Hergreaves, I have heard it said many times by 
people who are quite familiar with this industry that if there is an 
honest market that reflects the condition of supply and demand, it is 
the poultry auction at Delmarva. Would you concur in that? 

Mr. Hercreaves. The auction seems to ‘be a very good way of de- 
termining the value of poultry at farm levels; yes,sir. 

Mr. Brown. Are there fewer or more birds going through the auc- 
tion these days, than 2 or 3 years ago? 
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Mr. Hercreaves. I am not qualified to answer that question. I 
don’t have figures on the auction available. 

But I would be inclined to say that the volume going through the 
exchange would be slightly increasing. 

Mr. Brown. Would be increased ? 

Mr. Herereaves. Would be increasing. Now, I am not sure of 
that, I am just ass: ming that from general observation. 

Mr. Brown. Would you say that “this thing that we have referred 
to, that we have called integration in the industry, that that is not 
too prevalent in the Delmarva area ? 

Mr. Heroreaves. Well, I am always a little bit confused about this 
word “integration.” It seems as though for the past year or two 
that is a word that has been cussed and discussed and used and mis 
used all over the country—— 

Mr. Brown. Let me clear it up for you, Mr. Hergreaves. Are 
there any feed dealers in the Delmarva area growing birds? 

Mr. Heroreaves. I would assume there were; yes, sir. 

Mr. Brown. You buy them all the time. Are there? 

Mr. Hererraves. We buy them; yes, sir; we buy them through 
the auction and they are sold in the name of the grower and some 
times, in the case of the feed company—you see, I would have none 
of those records available to show who really might own the poultry. 

Mr. Brown. Are any sold in the name of any feed manufacturer 
in Delmarva? 

Mr. Herereaves. I think there have been, sir, but it has been a 
relatively small amount in the name of the feed manufacturer. 

Mr. Brown. Have you experienced any increased competition in 
the sale of your finished product, competition from other sections in 
the area you serve r imarily ? 

Mr. Hercreaves. The area we are in as a processor—of course, the 
consumption is very low there and we have to ship our poultry into 
the metropolitan areas and the major consuming areas. 

Of course our product will have to compete against products that 
are shipped in from, as an example, the New England States, States 
along the east coast on down into what might be termed the south- 
eastern area as well as some production from the States of Maryland 
and New Jersey and so forth. 

Mr. Brown. Has there been any squeeze on the processors in that 
area during the last 18 months? That is, do you find it more diffi 
cult to make money? 

Mr. Herereaves. The margins sometimes are quite thin. In fact, 
in a good many instances we are not able to compete with other areas 
because of the fact that our raw product cost was higher than the 
live or raw product value at farm level in other areas. 

Mr. Brown. How many processors would you say there are on the 
Delmarva Peninsula ? 

Mr. Heroreaves. Roughly 15, sir. 

Mr. Brown. Of those 15° could you give us an estimate as to how 
many of them are independent nongrowing operators like yourself? 

Mr. Hercreaves. Generally speaking, i in “general terms, as to what 
might be considered a growing operation and so forth, I would have 
to say that none of the plants on the Delmarva Peninsula are engaged 
in what might be Leveualt an extensive growing program.. 
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Yes; there may be instances of where an officer of one of the inde- 
pendent processing organizations on Delmarva might have a small 
chicken-growing capacity in the field but as a general rule I think 
I would have to say that the production of broilers on the Delmarva 
Peninsula is left up to, largely, the feed dealer and the grower with 
omnes hatchery growing participation, but then again that is very 
sma 

Mr. Brown. To your pesronal knowledge do any of those processors 
in the Delmarva Peninsula area advance credit or arrange credit for 
growers ? 

Mr. Hercreaves. Not to my knowledge, sir. They have a difficult 
enough time financing their own business without getting into the 
financing of the procurement or the production business. 

Mr. Brown. Again referring to the market value of your finished 
product, do you sell that to wholesale distributors ? 

Mr. Heroreaves. That is marketed in a number of ways. As I 

said in some of my earlier remarks, we, of course, ship into all of the 
metropolitan areas in the East. Some of the poultry is shipped into 
might be termed wholesale receivers and dieibubens. We might not 
be able to draw any demarcation line between any groups and what 
might be termed the commission man. 

Then, the other phase or segment of the poultry marketing business 
would be through Sessa to an account, the eventual user or retailer. 
Then, of course, there are shipments direct to the large retailers, 
chainstores and what-have-you. 

Mr. Brown. Do you sell—or when you sell your finished product 
is there a printed price anywhere, as the result of competitive bidding 
or do you have to call the brokers or the distributors and they tell 
you what the price is that day, or how does that work? 

Mr. Herereaves. Well, for years, while the business was growing 
out of its short pants into its long pants, it seemed as though the 
industry needed some help relative to pricing its merchandise or de- 
termining what a fair value might be considered to be in the city and 
a trade paper or price current reporting sheet was used for a number 
of years to determine the value, for example, of New York dressed 
poultry in the city of New York. That sheet became a standard for 
determining the price basis of poultry that might be marketed in 
other cities in the United States with, of course, a price differential 
for freight taken into consideration. 

WwW ith the advent of most of the poultry business being done on an 
eviscerated or ready-cooked basis in the last 2 or 3 years, the usual 
basis of determining market values at city levels was changed from 
this price quotation sheet to more of what might be considered the 
selling value or what could be obtained marketwise for the poultry 
up in ‘the city without any use of the price current sheet. 

In other words, it became more of a competitive bidding process 
up in the city, with the larger users in a good many instances sayin 
or giving their feeling that the price was worth X cents per poun 
or whatever the figure might be, in order to keep poultry moving 
down the consumption channels pr operty. 

Mr. Brown. On Delmarva, a you go to buy the product that 
you are going to finish, you go to a public auction 

Mr. Hercreaves. Yes. 

Mr. Brown. And bid publicly ? 
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Mr. Hercreaves. Yes. 

Mr. Brown. Do you feel it would help you processors if the people 
who are buying your finished product bid openly in a public auction 
or on a public market of some kind? 

Mr. Herereaves. I have never studied that too seriously. That 
plan has been thought of and has been projected a number of times 
in the last 6 months or a year. 

It may have its advantages. I don’t know. I am not qualified to 
say whether or not that syste m of marketing a finished product could 
be or would be as successful as a similar system used in marketing 
something else. 

Mr. Brown. It has been alleged to the committee through corre- 
spondence that the large chainstores either directly or through brokers 
make the market: for finished broilers at the wholesale level. Is that 
true, in your opinion? 

Mr. Hercreaves. Well, that statement of “make the market” is a 
little difficult to answer. 

Poultry in the hands of a man who has it to market as a finished 
product—invariably, if not 100 percent of the time—and it is 100 
percent of the time, it represents so much cost to that man—I am 
speaking about the processor, now. He has paid good sound solid 
dollars and cents for that poultry in the field, he has taken ownership 
of it, and he has ete it through his plant, and he has all of the 
costs in that poultry, the labor costs, taxes, depreciation, and all the 
other expenses inc holine shrink from the farm and delivery expenses 
up to the city. 

So onto the raw product cost that he paid for the poultry must 
be added on his expenses and so a value is arrived at, that that poultry 
stands that processor so much at any given level or any given stage 
in the system of marketing—I mean by that, Mr. Chairman, for 
example, you might pay 20 cents per pound for the poultry in the field 
but by the time that you have got it up to the city you are going to 
have all of these other costs added on plus shrink value and you are 
going to wind up with X cents value per pound. 

Now, if that processor is going to stay in business very long he 

cannot afford too many times in the year or too many days in the 
year or too many months in the year to sell that product to an eventual 
user or buyer at less than the cost that he has in it. 

In other words, the same condition exists with us processors—in 
other words, we have got so much money in the poultry and we should 
get back so much money out of it after we have added our expenses 
in and we have got that condition that he has got to, over the period 
of 52 weeks, if he is in a volume basis, he has got. to get back at least 
what he has in it if he is going to continue to say in business, in a 
good sound stable condition. 

Mr. Brown. Suppose the price offered after he contacted the dis- 
tributors and buyers is not enough—taking your case, do you have 
storage capacity enough to carry it over? 

Mr. Heroreaves, No. sir. 

Mr. Brown. So you have to let it go, whether you lose or win? 

Mr. Hercreaves. We have to—we cannot, if we have got a value. 
for example, of 35 cents a pound in our merchandise, and if we find 
that we are going to have to sell it for 3314 or 34 or 34% cents, then 
the only thing to do is to attempt to get our 35 cents out of our 
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product, which will permit us to stay in business and if we cannot, 
then what we can do is to restrict operations back until where our 
product at the farm level becomes more in line with a figure which 
permits us to sell at this lower price, which is somewhat ‘lower than 
our predetermined prices earlier, or using lower product cost 

Mr. Brown. Under the conditions that you describe do the chain- 
stores or any distributors ever play one processor against another 
week by week ? 

Mr. Herereaves. Well, I don’t know whether that terminology is 
correct or not, about playing one against the other. 

L would presume that if a large buyer of poultry, who has to take 
it into his warehouses and distribute it out to his stores and then retail 
them at prices in competition with other chainstores—that chainstore 
must of all necessity, if he is going to be a good businessman, he must 
realize that he can spend so muc h money for that poultry and if the 
price that may have been quoted in his area is too high, then the only 
thing that he can do is to move into another area and buy poultry 
from that area. 

Mr. Brown. It is quite confusing to all of us on this committee who 
have been studying this problem for several weeks now to find the 
chainstores can quote a price of 29 cents a pound on poultry ready to 
go to the consumer, when the processor is paying 19 cents live weight. 
How can that be done? 

Mr. Heroreaves. That cannot be done, sir, insofar as the processor 
is concerned. I don’t see how it is possible for a processor to pay 19 
cents for poultry, invest his good money for poultry in the field at 
19 cents and bring it off the farm and process it the way it should be 
processed, take the grading losses and sell it to the chainstore at a 
price that | is going to permit him, that chainstore, to retail at 29 
cents—lI don’t see how th: at is possible. 

Mr. Brown. Yet—now it has happened. Is it that the processor 
is in a defenseless marketing condition ? 

Mr. Herereaves. I don’t know whether it would be defenseless or 
not, he would just have to put his sales force on the road and try and 
look up some outlets that might be willing to pay him a price that 
will permit him to secure poultry in the field that will permit him to 
meet his costs. 

It would mean a very drastic reduction in volume, if you don’t have 
the very large volume users buying poultry from you. 

sut there can be other ways effected of marketing or merchandising 
this product, either by increasing the work performed on it, by in- 
creasing the packaging, the so-called bulb in maid service, where the 
consumer depends on the processor at the processing level to more 
prepackage her poultry, and perhaps through that system of market- 
ing it might be possible for that particular processor to do this work 
and somehow figure out a way to come out on this operation. 

Mr. Brown. In a nutshell, you as an independent processor buyi ng 
birds on the open market and selling them processed, do you feel ‘tha 
everything is fairly rosey in the industry, or is there anything on the 
horizon you think nen be disturbing to this industry ? 

Mr. Hererraves. I don’t quite get that ea sir. I mean, are 
you asking for my recommendations as to what should be done in the 
poultry business today that would solve some of the problems that 
seem to be existent ? 
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Mr. Brown. Yes, sir. 

Mr. Herereaves. Well, I am going to have to answer that question 
this way: 

In my opinion, and that is the reason I read this prepared statement 
that I had, in my opinion I feel that the poultry industry is a good 
business. It can be a sound business. We have the demand for our 
product and it is a good product. 

The only thing that might be wrong, as I see it, with the poultr 
industry or the poultry business today might be some of the indi- 
viduals who are in it. 

Mr. Brown. Now, by “individuals that are in it,’ what do you 
mean ? 

Mr. Heroreaves. I think that a person in the business has got to 
make up his mind if he is going to stay in business and he does not 
have to sell his product at a loss all the time, if he finds himself doing 
that, then he is going to be out of business after some period of time 
depending on his capital resources. 

Now, maybe it is the idea and the thinking of a lot of people who 
are in the poultry industry that, “Well, this will be a short period of 
losses, and we can stand them for a while, certainly we can stand 
them as long as our competition can and if lie can stay in business I 
can stay in business.” 

Now, whether it is a case of following a competitor or not, I cannot 
say; but it would seem to me that a lot of the problems that are exist- 
ing in the poultry industry today can only be solved by the people 
who are in that industry. 

If we have so much money tied up in our product, there is no rea- 
son why sufficient money cannot be obtained from that product that 
will pay everybody’s way. 

Mr. Roosrveit. Well now, the only question I have—I think you 
have given us a lot of interesting information about the peninsula—is 
there any any fully integrated operation there that you know of? 

Mr. Hercreaves. Any fully integrated operation ? 

Mr. Roosrvetr. Yes. 

Mr. Hercreaves. There is one operation that might be termed as 
close to full integration, as we call it down there. I think this plant 
has some arrangement on its hatching, it does not have its own hatch- 
ing operation. I think it has its own feed mill and its own growing 
program and its own processing plant, but it is a limited form of inte- 
gration, I would say. 

Mr. Roosrvert. It does not buy at the auction ? 

Mr. Herereaves. Occasionally, yes. 

Mr. Roosrvett. They do not depend on the auction, though? 

Mr. Heroreaves. No, sir; they only depend on the auction to the 
extent that they need that additional volume to supplement whatever 
volume they may be producing on their own system. 

Mr. Roosrvett. Do they compete with you on the same retail 
market ? 

Mr. Herecreaves. Yes. 

Mr. Roosrveutr. Do they undersell you or do you find that you can 
compete with them ? 

Mr. Herereaves. We find that that particular firm, we find them 
to be very good competition, in that they like to ask the dollar for 
the product. We welcome that kind of competition. 
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Mr. Roosrve.r. As far as you are concerned it is strictly fair com- 
petition ¢ 

Mr. Herereaves. Yes, sir. 

Mr. Roosrvetr. And you have no objection to that form of com- 
petition ? 

Mr. Herereaves. No. I like that kind of competition because they 
are willing to ask the money for the product that they have inveniea 
in it and that is why I say they are good competition. I like them. 

Mr. Roosrvett. I see. Basically, the differences between your op- 
eration on the Delmarva Peninsula and the others that we have heard 
about this afternoon is this auction feature; isn’t it? 

Mr. Herocreaves. Yes, sir. You see, we have no guaranteed source 
of supply. We have no contracts in the field, no growing program, 
no commitments to use or to take a given number of chickens each 
week or to handle them and we are not forced to operate our plants. 

Our system is entirely one of choice as to whether or not we want 
to operate and if we want to operate, if we feel we can compete on 
the market we buy poultry in the field and we run them through our 
plant and it is up to us to sell it at our cost or at more money and we 
certainly want to get more money than cost so that we can show some 
profit at the end of the year. 

We are in business and we want a profit and I don’t think that that 
is any sin or evil, to want to show a profit and we hope that we can 
every year. 

Mr. Roosrvetr. And I quite agree, or you would be going out of 
business, otherwise. 

Is it your impression that the growers under that svstem in the 
peninsula have been making a reasonable amount of money ? 

a Herereaves. Well, prices have been on occasions in the last 12 

‘14 months so terribly low that it would seem to me, and I am not 
a _ ulified poultry expert in the production end of it, it would seem 
to me they would have a difficult time of making money. They might 
be able to break even or maybe show some slight losses, but they cer 
tainly could not get rich at some of the prices. 

Generally speaking I would presume that in the last 12 or 14 
months that the good operator has probably broken even and prob- 
ably even made a little money and the marginal operator has probably 
lost a little money and that the submarginal operator—well, I don’t 
think he is in existence today, I think he had to get out of business 
6 months ago. 

Mr. Brown. Thank you very much, Mr. Hergreaves. 

We have three witnesses left, we are a little bit behind schedule. 

Off the record. 

(Discussion off the record. ) 

Mr. Brown. We will proceed to hear you, Mr. Esham, so that we 
won't have to ask you to come back tomorrow. 

Mr. Esham, will you raise your right hand, please ? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Esuam. I do. 
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TESTIMONY OF OTIS G. ESHAM 


Mr. Brown. Would you identify yourself ? 

Mr. Esuam. Otis G. Esham, Salisbury, Md., a hatchery man, a 
feed man, and a grower. 

Mr. Brown. Mr. Esham, how long have you been in the poultry 
field ? 

Mr. Esuam. Well, I was kind of born and reared in it, I guess. I 
started raising poultry when I was in my teens and I have been rais- 
ing them ever since. 

Mr. Brown. Would you mind telling the committee how many 
broilers you raised last year? 

Mr. Esuam. We keep in about 400,000 on feed all the time, most 
of the time. 

Mr. Brown. And you say you are also in the hatchery business? 

Mr. Esnam. Yes. 

Mr. Brown. Did that arise after you started growing broilers? 

Mr. Esuam. Yes. I started.raising broilers, I think I said, when 
I was about 17 years old and I kept raising them until after I was 
married and then I decided to start in the hatchery business, and it 
goes back about approximately 15 years ago that I have had a 
hatchery. 

Mr. Brown. And you also havea feed company ? 

Mr. Esuam. I started a feed company, Coline out a part of the 
chicks, oh, about 8 years ago, I guess, approximately. 

Mr. Brown. Do you sell feed to other people or is it primarily just 
for the production of the feed that you use ? 

Mr. Esnam. Primarily just what we use in our own growing opera- 
tion. 

Mr. Brown. You don’t sell any other types of feed other than 
poultry ? 

Mr. Esnam. Just poultry feed. 

Mr. Brown. Do you sell any chicks that you hatch in the hatchery ? 

Mr. Esuam. Yes; we sell about 70 to 75 percent of the chicks that 
we hatch and we keep 25 percent, possibly. 

Mr. Brown. When you sell those chicks to the other people, what 
are the general terms of the sale, could you tell us that ? 

Mr. Esnam. Yes; either cash or on time. Most of our business, for- 
tunately, is cash. We do have a few customers that we sell on time 
and those, we usually ask them to sign a note and pay us the interest 
for that time, usually on a 214-month basis. It amounts to almost one- 
half cent a chick, not quite. 

Mr. Brown. What is the term of that note, and the length of time? 

Mr. Esnam. Usually—we used to make it for 3 months but now, I 
think, most of them are about 214 months. 

Mr. Brown. These 400,000 birds that you keep on feed at all times, 
do you own those birds? 

Mr. Esnam. Yes. 

Mr. Brown. Are they parceled out to growers on what has been 
called here a sharecropping basis? 

Mr. Esuam. We have some of our chickens out that way. However, 
from the very beginning I have tried to have our own houses and our 
own growers ‘employed to take care of those chickens. I guess it would 
be something like 300,000 that we have on our own farm or leased 
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farms where we hire the man direct to take care of them and the other 
approximately 100,000 are on a sharecrop arrangement. 

Mr. Brown. Now, the 300,000 that are on the leased 

Mr. Esuam. Well, our own houses are leased, we own our own farms, 
we have about 225,000 cs apacity. 

Mr. Brow nN. The other 75,000, you pay an annual rental ? 

Mr. Esuam. Yes. Dy the year. It is usually a case where someone 
has—well, we have one farm that we have had leased where he raised 

chickens for about 4 or 5 years and he decided not to raise any more 
poultr y. He happened to be an automobile dealer and we leased the 
farm and that is typical. 

Mr. Brown. The 100,000 that are grown on sharecropping, would 
you mind telling us the general terms under which those are grown ? 

Mr. Esuam. Well, believe it or not, we still have a few who are still 
on what we call three-quarters-one-quarter basis because—there are 

not too many of them, I think probably about 4 growers and I think 
the total of that would probably be, maybe, 30 000 or 40 000, approxi- 
mately. 

Mr. Brown. Would you explain that? 

Mr. Esuam. Yes. That is, we furnish him with the chicks, the feed, 
and then we pay for the litter and the fuel, all of the medicants, and 
so forth and then when they are sold, if there is a profit, he gets three- 
quarters of that profit and we get one-quarter and, of course, if there 
is a loss, we stand the loss. 

Mr. Brown. How did it turn out last year on that arrangement? 

Mr. Esuam. Well, I don’t have those figures broken down. How- 
ever, I guess I have got a little different story. We made a little 
money last year. 

Mr. Brown. It is good to hear from someone who made some 
money in 1956. 

Now, these others who are not on this three-quarters-one-quarter 
arrangement, could you tell us what the arrangement is for them ? 

Mr. Esuam. That is another type of arrangement. We do not 
have too many of them; however, there are quite a lot of men grow- 
ing on the shore that way, where, basically, they pay the grower 
about $60 per thousand for his house and equipment and taking care 
of the chickens and then half the profit. 

Mr. Brown. Mr. Esham, in an operation of this size and taking 
into consideration that man’s poultry house and so forth, it involves, 
obviously, quite a lot of capital that is required. 

Mr. Esuam. Yes. 

Mr. Brown. Complaints have been lodged with the committee and 
we heard some more today that much of that capital comes from 
Government agencies. 

Is that your experience? 

Mr. Esuam. I do not know how much does come from the Govy- 
ernment agencies. There is some. We know there is some. 

I will be different again. We have used the Production Credit 
Association and have been doing it for 14 years, and I would not 
hardly feel fair, from some of the conversation here, if I did not 
make a comment on it. 

I think that the Production Credit Association, if it is handled 
right, and I am assuming it is, that if the grower has to have a sub- 
stantial equity, like banking systems—and I happen to be a director 
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on a bank, too—if it is used right, it can be a good thing for the 
small grower; it gives him tlie privilege of borrowing and paying 
cash for his chicks and his feed and therefore he can make a saving, 
particularly on the feed, which is the biggest investment in this 
operation. 

Now, if this business is all cash, I guess that would help some of 
our problems. 

Mr. Brown. When a man goes to the Production Credit Adminis- 
tration to borrow money, what is the collateral required by the Gov- 
ernment / 

Mr. Esuam. Well, as far as I know—and again I would like to 
state that in our area there is not very much of it done—I would say 
that less than 5 percent of the poultry raised on the shore is with 
Government money of that type, at least I don’t think there is any- 
more, but as to the type of collateral—well, we would have to have 
his farm, an equity in it enough so that if ‘he loses money on those 
chickens the Production Credit Administration would be secured. 

Mr. Brown. Would it be a fair question to ask whether the money 
you have received from the Production Credit Association has been a 
sizable figure or not ? 

Mr. Esuam. Not sizable to our operation. 

Mr. Brown. Has there been any Farmers Home Administration 
money advanced for the building of poultry houses and so forth in 
your section ? 

Mr. Esuam. I don’t think there has been very much, and I doubt 
if there has been any, but I would like to say I don’t think, if there 
has been any, that it has been very much that has been used for the 
construction of new houses. 

I don’t know how long ago it has been when there was an investi- 
gation about that, that you probably remember, Senator Williams 
had that investigation and there were some figures compiled, and 
out of it came the suggestion that the Government loaning agencies 
not expand the poultry business _ there had not been very much 
in our area up to that time, and as I stated I don’t think it has been 
much since. 

There are a few cases where veterans have purchased farms al- 
ready with poultry houses on them, but I think that is the best ex- 
tent, and that is limited. 

Mr. Brown. What is your source of local capital for building 
poultry houses ? 

Mr. Esuam. Well, in our area, of course, it has been mostly pri- 

rate capital. In our area we built most of those houses quite a num- 
ber of years ago. There has been a very slight increase in our pro- 
duction on the Delmarva Peninsula for 5 or 6 years, so there has not 
been too much money put into building new houses and what there 
has been has been with private money and maybe some bank money, 
but I don’t know—the increase in capacity is very small. 

And out of this hearing that I mentioned, there came the sug- 
gestion that the FHA, that both FHA’s, involved to what extent I 
don’t. know——— 

Mr. Brown. To your personal knowledge have the major feed 
companies or hatcheries ever provided any capital on loan for the 
construction of poultry houses ? 

Mr. Esuam. No, not to my knowledge. 
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Mr. Brown. You feel you have a necessity for processing plants in 
your operation ? 

Mr. Esuam. No; I don’t feel I have the time for it. 

Mr. Brown. To whom do you sell your live birds? 

Mr. EsHam. We usually put practically all of them on the auction. 

Mr. Brown. You feel that this alleged overproduction has hurt 
the Delmarva area any during the last 3 or 4 years / 

Mr. Esuam. Well, it hurt all the areas, Delmarva as well. 

Mr. Brown. Have you been disturbed at all, that the broiler indus- 
try has not bounced back from its 1956 low? 

Mr. Esuam. No. It has not been.as I would wish it, but I have 
not been surprised. I think we have to consider another factor here 
that has been touched on, I think, by Frank Lipman, that when you 
vet these hens in the field laying eggs—and 1955 was such a good 
broiler year, that it kind of hepped the industry all up to thinking 
that consumption was going to take quite a bit of an increase and 
consequently there were quite a few breeders building it up to a point 
where as we see it now there are entirely too many—however, at that 
time nobody knew, because there was no method of compiling the 
figures and, as I stated, we now have too m: ny of those plac es where 
there are too mé ny hens placed and those hens are still in production, 
and they will be in production for a few more months—not too much 
longer, I don’t think. 

Mr. Brown. With these processing plants and feed manufacturers 
and feed dealers and everybody growing birds with the tremendous 

capital investment involved in poultry houses whether they are full 
or empty, is there not a tendency at least to purchase a lot of chickens? 

Mr. Esuam. Well, I guess it is a natural tendency to try to keep 
them as full as you can and do it as efficiently as you can. I guess that 
is just nature—I don’t know. 

Mr. Brown. Do you manufacture your own ? 

Mr. Esuam. Yes, we manufacture, we pay cash for our own in- 
gredients, and I think that the savings—of course, we think that we 
have a right well managed operation and we try to have the super- 
vision that we want, and we feel that through these advantages plus 
paying cash for everything we buy, that that is why we have been 
able to make a little money I ast year, 

Mr. Brown. Is your capacity roughly the same for the last 4 or 5 
vears ¢ 

Mr. Esuam. Yes, there has not been much change in the last 7 
years, about; it is about the same. 

Mr. Brown. The Department of Agriculture representatives yester- 
day before the committee testified that one of the corrective measures, 
that they assumed would be corrective, were the frequent publica- 
tions that they put out indicating the number of birds started and so 
forth. When you saw one of those publications as indicating over- 
production, did you reduce your broiler production ? 

Mr. Esuam. In some cases, yes. Last fall, for example, we did 
decrease our production; we spread it out. Instead of filling our 
houses back up in 12 weeks, we spread it out to 14 or 16 weeks and we 
also lowered our capacity per house. 

Mr. Brown. Do you have e any suggestion to the committee, anything 
that we might do or that the industry might do to help alleviate some 
of these problems that we have? 
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Mr. Esuam. No, I do not. I do not know if there is any—well, I 
don’t know of a solution where we could still stay in a free enterprise 
system, and I still think that the law of supply and demand, if that 
can be active, will prevail. I think it is a good one to go by and that 
is the way I would like to see it continued. 

I think this little prolonged period of depressed prices, as I said— 
in the first place, 1955 was such an excellent and profitable year that 
everybody just got into it too extensively, I guess. 

Mr. Brown. Do you think there is any alleged credit abuses on the 
part of anybody that has put the supply and demand law a little bit 
out of kilter recently ? 

Mr. Esuam. I would guess that—I would have to say “yes” on that. 
I think that there has been quite an extensive amount of capital— 
what sources it was coming from I don’t know all the sources—but 
production has not gone down; apparently, they either have not lost 
money or they can lose the money and have the resources of keeping 
on 

Mr. Brown. Did you owe Production Credit Administration more 
in 1956 than you did in 1955? 

Mr. Esuam. No. 

Mr. Brown. So, with your instance, there was no increase in credit 
in the good years than the bad years? 

Mr. Esuam. No. Asa matter of fact, I have had more in the past 
than I have had since. 

Mr. Brown. Mr. Dalmas? 

Mr. Dautmas. Mr. Esham, you mentioned the fact that there has not 
been a great increase in the number of poultry houses or capacity in 
poultry houses, but do I understand that in the Delmarva Peninsula 
the production of birds for the market has increased to a considerable 
extent since World War IT? 

Mr. Esuam. Yes, but that goes back—there was an awful expansion 
during the war, and I think that the figures probably went back 10 or 
more years, but I think that the figures will show that the Delmarva 
area has been growing about as many birds for 3 to 5 years as it is 
now; I think—well, I believe it would be 5 years or longer, and in fact 
I think we had as many in 1945—maybe I am off balance, but I think 
that is correct, because that figure came to my mind the other day, 
that in 1945 we produced about as many as last year—but I may be 
off. 

Mr. Datmas. In other words, the production in the Delmarva 
Peninsula has been fairly constant over the last few years? 

Mr. Esuam. That is right. 

Mr. Datmas. One other question. Did you hear Mr. Corbitt 
testify ? 

Mr. EsHam. Yes. 

Mr. Datmas. Just to give us a basis of comparison, your operation 
is somewhat similar to what he called an integrated operation ? 

Mr. Esuam. Very similar, except he has processing. 

Mr. Brown. Mr. Esham, do you feel that the auction at Delmarva 
assisted the growers in that area in getting fairer prices, that is, prices 
consistent with the law of supply and demand ? 

Mr. Esuam. Yes;I do. I feel that it has had a stabilizing influence 
in our market. Part of it may be quality, but our prices, I believe, 
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have been as high or higher than other parts of the country for quite 
a length of time. 

Mr. Brown. Thank you very much for coming before the com- 
mittee. 

Our next witness will be Mr. Louis W. Shockley, of Snow Hill, Md. 

Mr. Shockley, do you solemnly swear that the testimony you are 
about to give to this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 
Mr. Suocsiey. I do. 


TESTIMONY OF LOUIS W. SHOCKLEY, SNOW HILL, MD. 


Mr. Brown. Would you identify yourself and give your 
Mr. Shockley ? 
Mr. Suockiey. I am Louis W. Shockley, Snow Hill, Md. I repre- 
sent a Purina dealer store and a hate hery and a broiler-growing farm. 
Mr. Brown. Mr. Shockley, how many birds would. you say you 
produced this last year, including those that were contracted for ? 

Mr. Suockxiey. On our own farms and contract, I would rather say 
that we will average 2,500,000 to 3,500,000 yearly. 

Mr. Brown. Has that number remained fairly constant during the 
last several years ? 

Mr. Suockxiey. I would say there has been a gradual slow increase 
over a period of years. 

Mr. Brown. Did you grow more birds in 1956 than you did in 1955 % 
Mr. Suockxtiery. I do not have those figures with me, but I believe 
; | would say there was a slight amount. 

Mr. Brown. Were your birds covered by impairment insurance 
in 1956? 

Mr. SHockiey. No, sir. 

Mr. Brown. Have you ever had your flock insured under impair- 
ment coverage ? 

Mr. SuHocktiey. No, sir. 

Mr. Brown. Mr. Shockley, from your hatchery do you sell day-old 

chicks to other people than yourself ? 

Mr. SuHockiey. Yes, sir. 

Mr. Brown. Could you tell the committee something about the terms 
on which you sell those chicks ? 

Mr. SHockiey. Cash in 2 weeks. 

Mr. Brown. Cash and—— 

Mr. Suockxiery. Cash; 2 weeks only. 

Mr. Brown. Have you ever extended credit on chicks ? 

Mr. Suocktey. No, sir; not, with the exception of a very occasional 
flock which might be considered a special favor to a certain customer 
who was in temporary difficulties, or for « particular purpose along 
that line. Asa general rule, no. 

Mr. Brown. You sell chicks to people to whom you also sell feed ? 

Mr. Suockiey. Yes, sir. 

Mr. Brown. In addition, therefore, you are actually in competition, 


in a sense, with the people to whom you sell; you also are growing 
broilers? 


Mr. Suocxtey. Oh, yes, sir. 
Mr. Brown. You buy your feed at dealer prices? 
Mr. Suockiey. That is right. 
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Mr. Brown. And you sell to them at retail ? 

Mr. Suocktey. At retail prices; that is right. 

Mr. Brown. Is there quite a difference in the price, or could you 
tell the committee something about what the difference in the price is? 

Mr. Suocktey. Well, are you thinking of dollars per ton, or what 
type of answer do you expect ; 

Mr. Brown. Something about the retail margin; in other words, 
how much—an independent grower out there; is he paying $2 or $3 or 
$5 a ton more for his feed than you are feeding your chicks for? 

Mr. SuHocxiry. The feed on our own farm is billed out to them 
exactly at the same prices as to our contract growers. However, we 
do have the markup in there, which gives us the cost of operation— 
the cost of hauling, the cost of trained servicemen seeing these flocks 
2 or 3 times a week, those services that go with it; we do have a markup 
to cover all those services, plus a nominal margin for profit—but it is a 
nominal figure; it is not extreme. 

Mr. Brown. The people to whom you sell feed—there are some 
rather large growers in that group, too, are there not ? 

Mr. SuHocxkiey. Yes, sir. 

Mr. Brown. Do you make any differentiation in the prices—is there 
a volume discount to a bigger feeder, compared to a smaller feeder? 

Mr. SuHocktey. The number of customers who are—the general term 
that we use is “on their own,” that is, doing their own financing and 
assuming their own financial risk, the number is so limited that there 
is not much difference. 

Mr. Brown. Well, now, is there any difference ? 

Mr. Suockiey. Yes, between the man who has 3,000 or 4,000 and 
the man who has 90,000, we make a difference. It is not all due to the 
difference in size. 

The 2 or 3 large growers that we have happen to be relatives, and it 
is just as much or more because they are relatives as it is because of the 
fact of volume. 

Mr. Brown. Off the record. 

(Discussion off the record.) 

Mr. Brown. These people who buy from you, you sell them chicks 
and feed ? 

Mr. Suockiry. Sometimes both, sometimes either one or the other. 

Mr. Brown. Do you sell feed to people from whom you do not buy 
chicks? 

Mr. Suocktery. Oh, yes. 

Mr. Brown. Is the feed sold in your case on liberal credit terms? 

Mr. Suockiey. You mean, do we extend liberal credit? We extend 
credit for the duration of the flock in some cases. In other cases the 
cash is available when we call for it at any time during the growing 
period. 

However, may I say that again, or restate that, that the amount of 
feed that we sell directly to people who are assuming their own risk is 
not great in comparison with our total feed volume, it is very small 
by comparison. 

Mr. Brown. In other words, the bulk is done on credit ? 

Mr. Suocxiey. No, the bulk of our business is on our own farms, 
and on a contract basis, contract growing arrangements. 

Mr. Brown. Is there credit involved in that? 
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Mr. SHockiey. Well, now, I am there referring to the contract- 
growing arrangement or sharecroppers, I believe is the term that has 
been used here several times today. 

Mr. Brown. What 1 am talking about 

Mr. SHockiey. You mean, are we receiving credit? 

Mr. Brown. Yes. 

Mr. SuHockiey. No, sir. 

Mr. Brown. You are not receiving credit? 

Mr. Suockiey. No, sir. 

We usually pay the invoice within a 10- day period. There may be 
rare occasions or rare exceptions, but that is the general rule. 

Mr. Brown. Is there any difference at all between the credit terms 
on which you buy broiler feed from your manufacturer and the terms 
under which-—— 

Mr. SuHocxiey. No. We pay for all of it the same way. 

Mr. Brown. Has your manufacturer ever extended a line of credit 
to you? I mean, whereby you could, in turn, extend credit to a grower, 
that would cover feed and chicks? 

Mr. Suockxiyy. Mr. Chairman, would you mind restating that ques- 
tion ? 

Mr. Brown. Has your manufacturer ever supplied a line of credit to 
you whereby you could sell to a grower chicks and feed, or either one, 
on credit, that would cover the whole flock ? 

Mr. SuHockxuiey. If you go back a number of years when we were hav- 
ing different brands of feed, we ewe been extended—we could have 
had extended to us over—well, at least a 60-day period, I don’t know 
whether any longer or not, perhaps not, I would not like to say that 
for sure, because it has been a number of years 

Mr. Brown. But since you have been with your present supplier, 
are you telling the committee that you have paid for all your feed on 
10 days? 

Mr. Suocktey. No, sir, I would not say all, but I would say for 
the most part. 

Mr. Brown. By “the most part,” you mean what? 

Mr. SHocxtey. We have paid—I will say we have paid for most 
of it for a number of years within 30 days, and that over the last 
year or two we have paid the most of it within 10 days. 

Mr. Brown. Now, the growing operation that you engage in, these 
2,500,000 to 3,500, 000 bir ds, that 1 requires a lot of capital ; does it not? 

Mr. Suocktey. Yes, sir. 

Mr. Brown. Other than accumulated surpluses, and so forth, do 
you acquire the necessary capital from regular credit channels locally ? 

Mr. Suockiry. Well, there are times when we used some local bank 
money. There are times when we don’t use any. 

Mr. Brown. Have you ever borrowed any money from a United 
States Gover nment agency ? 

Mr. Suocktey. No, sir. 

Mr. Brown. In the growing of these 214 million to 314 million 
birds, where there was a substantial number of poultry houses in- 
volved, were any paid for by loan from any Government agency, to 
your knowledge? 

Mr. Suockxiey. Not to my knowledge; I don’t know of any that 
were paid for that way. 
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Mr. Brown. We have had the experience of the Delmarva area 
pretty well documented before the committee already. Do you wish 
to add anything to it? Is it relatively stable down there? 

: = Suocxxey. I feel that it is; yes, sir. I feel it is in pretty good 
ands. 

Naturally, we would like to see things a little bit more profitable 
than we have in recent years. Another cent or two a pound would 
help a lot. 

Mr. Brown. Was your operation unprofitable in 1956 ? 

_ Mr. Suocxiry. They were not very profitable. We had phases of 
it that were unprofitable. 

Mr. Brown. What percentage of your total bird sales would you 
say you feed yourself, that is, broilers that you feed yourself in your 
own growing operation ? 

Mr. Suocxtey. Well, perhaps one-quarter or one-third, 25 or 30 
percent. 

Mr. Brown. Did you ever get any complaints from these indepen- 
dent growers when the market drops to feed dealers, allegedly what 
they said, that the big feed manufacturers were growing birds—— 

Mr. SHocstey. Ihave heard such things. 

Mr. Brown. Does it disturb you? 

Mr. Suockiry. Well, it disturbs me this way, Mr. Chairman. 

I do not like to see our growers unhappy. After all, they are kind 
of a backbone. However, I feel that the thing is a little bit bigger 
than that. 

We were very happy back a few years ago when a lot of our feed 
business, in addition to what we used ourselves, was on a straight-sale 
basis, we were happy with it that way, but as the contract-growing 
arrangement came in and became more prevalent, of course we went 
along with it. 

I am sure in many cases, if that were not the situation—that if 
there were not many of these chickens grown on a contract-growing 
arrangement, whereby the grower or the farmer was guaranteed 
against loss and in many cases guaranteed some profit, at least labor- 
rental profit, either one of these two things would have happened: 
The house would have been idle to the extent that chickens would 
have been scarce and the housewives would have paid so much for 
her broilers that we could not have this big broiler business throughout 
the country that we have today, because of the higher prices that the 
housewife would have paid. 

On the other hand, if these growers had continued and kept their 
houses full, then in so many cases the contractor would have owned 
the farm or—well, I think that perhaps sometimes they have neglected 
to think of it from that angle, although—and I restate it—we were 
very happy when they were on their own, but it just does not seem 
feasible to get the job done that way today. 

Mr. Brown. I want to quote to you a few brief statements that were 
made by Donald Danforth, president of the Ralston Purina Co. back 
in 1955, and I quote: 

Let me enumerate a few of the all too common credit abuses. Growers are 
being guaranteed a minimum of $50 per 1,000 broilers and are being encouraged 
by feed company salesmen to raise more and more. Do you see any incentive 
there to curb overexpansion or increase efficiency ? 
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Growers are being paid 1 cent per week per chick for growing them to the 
size desired irrespective of the numbers raised. If the grower can handle twice 
as many chicks as the markets need, he makes twice as much money while helping 
destroy the market. 

Growers are being guaranteed a minimum price for broilers, sometimes a 
stated price. And yet some people wonder what caused the disastrous prices of 
the past year. 

Growers are being paid from 1 to 3 cents per pound for growing broilers, the 
amount depending upon the market price at the time the birds are sold. It’s just 
as if someone guaranteed feed manufacturers a profit on all the feed they could 
produce. Soon we would be manfuacturing twice as much feed as the livestock 
and poultry population could eat. 

Do you agree with those statements ? 

Mr. SHocxuiey. At the time they were made. I think that was a 
year and a half ago, was it not, approximately ? 

Mr. Brown. Yes, sir. 

Mr. Suocxtey. I fully agreed with it, and in principle somewhat I 
do today. 

However, as I stated just a few moments ago, it just does not seem 
feasible to get the job done today other than that way. Fundamentally, 
I agree, but it does not seem feasible to get it done otherwise. 

Mr. Brown. Who started those credit practices in your area? Was 
it the major feed manufacturers ? 

Mr. Suockiey. In our Delmarva area? 

Mr. Brown. Yes. 

Mr. Suocxxiey. Well, you put me on the spot here, a little bit. 

This is an opinion; I have an opinion who started it. 

Mr. Brown. We would be interested in your opinion. 

Mr. SuHocktey. It was the co-op mills, in my opinion, who were 
the strong instigators. 

Mr. Brown. When you had to face that competition did you talk 
to your supplier about extending you a line of credit to meet that 
competition ¢ 

Mr. Suockey. I have no recollection of such a conversation. 

Mr. Brown. Your supplier, I believe you have said, does not engage 
in these practices as a feed manufacturer ? 

Mr. Suockiey. Not tomy knowledge. 

Mr. Brown. But you, asa feed dealer, do? 

Mr. Suocktey. In the contract growing, yes; that is right. 

Mr. Brown. But you were happy before—before you did it, you 
Say ¢ * 

Mr. Suock.ey. We were happy that way, yes. 

Mr. Brown. Did you make more money before it got into this 
phase? 

Mr. Snocxtry. That would be a pretty difficult one for me to answer 
because our operation back that number of years was considerably 
smaller than today. We did not have a hatchery at that time. I just 
don’t think I would know the answer to that. ~ 

Of course, we were then working, you understand, only on the feed 
markup and that was all. However, there was no risk involved.. To- 
day we are assuming the risk on this large number of broilers which 
runs into a lot of money, and that makes it undesirable. 

In 1955 our profits were greater under the contract arrangement. In 
a year like 1956 it means we do not make money; we don’t even make 
our feed markup. 
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Mr. Brown. Do you feel that the grower under the contractual ar- 
rangement, with a minimum guaranty, is getting a pretty good wage? 
Mr. Snocxiry. I think they are getting as high a wage as any con- 
tractor can afford to pay; in some cases higher. 
_ However, it is still—from the standpoint of those people receiving 
it, it is a minimum amount of labor-rental return. 

Mr. Brown. Do you see any complication that might arise, or would 
you agree that there is a potential complication that you might have 
to bargain with those growers from time to time on what their share 
shall be ? 

Mr. Suockiery. Oh, yes. Since the contract arrangement started 
there have been various changes in it and usually, in our case, and I 
think the case in Delmarva, perhaps, has been one of upping the prices 
rather than lowering, as was brought out by previous testimony today 
in some other area. 

Mr. Damas. I would like to ask 1 or 2 questions, Mr. Chairman. 

Are you thinking about the credit terms of the feed manufacturer 
and the fact that you try to pay your feed bill to the manufacturer in 
10 days? Isacash discount generally involved in the sale of feed for 
payment within a certain number of days? 

Mr. Suocktey. There is a price advantage for cash payment. 

Mr. Damas. And you try to pay in 10 days, if you can? 

Mr. Suocktey. Yes, sir. 

Mr. Brown. One other thing I would like to get straight before you 
leave, Mr. Shockley. When you sell a man feed on credit for the run 
of the flock, do you not have to sell that feed to that man at a higher 
price than you could accept for that feed if you just sold it for cash? 

Mr. SuHocktey. Yes, sir. 

Mr. Brown. What is the differentiation ? 

Mr. SHockxiey. Two dollars per ton. 

Mr. Brown. Two dollars per ton ? 

Mr. Snockiry. Yes, sir. 

Mr. Brown. In other words, the people you sell on credit are paying 
the top dollar for the feed ? 

Mr. Snocktey. That is right. 

Mr. Brown. Is that the general practice in the Delmarva area? 

Mr. Suocktry. To the best of my knowledge, it would be. 

Mr. Brown. Now, what did a ton of feed sell for at your store, a 
ton of broiler feed, just before you left home ? 

Mr. SHocxiey. My goodness. I don’t know. 

Mr. Brown. What is the most recent price you can remember? 

Mr. Snockrey. I just don’t do the billing, and T don’t remember, 
but I think it is perhaps in the neighborhood of $4.80 or $4.90 per 
hundred. 

Mr. Brown. Right at $96 a ton? 

Mr. Snockxiry. Somewhere in that vicinity, and I could be off there 
3 or 4or 5 dollars because, as I say, I just don’t remember the price. 

Mr. Brown. To extend a man credit for 90 days on that ton of feed, 
you feel that an extra $2 per ton, which would be an extra 2 percent for 
90 days, is what you have to have to cover the credit costs? : 

Mr. Snocxtey. I would suppose so. I don’t know that the thing 
has been figured out exactly on a percentage basis so much as just in- 
centive to have them pay cash. 
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Mr. Brown. Now, to repeat, most of the chicks you sell are sold for 
cash or cash within 2 weeks; is that correct ? 

Mr. Suockiey. That is, the chicks that are sold outright; yes, sir. 

Mr. Brown. When you sell this feed, you say you sell it upon a 90- 
day basis or covering the flock. 

Mr. Suockiey. Yes, in some cases. In other cases it is sold subject 
to payment when we ask for it. 

Mr. Brown. But you have very few agreements, would you say, that 
cover 90 days and allow that lag period between the actual growing 
period and the 90 days ? 

Mr. SHockxtey. That is correct; a very, very small percentage. It 
wouldn’t be 1 percent of our volume, I am sure. 

Mr. Brown. Were your credit losses last year higher than they 
were in 1955 ? 

Mr. Suockiey. No, sir. Fortunately, we don’t have a credit 
problem. 

Mr. Datmas. I just want to remark on the 90-day extension of credit 
and the question of the markup. If you pay for your feed within 10 
days and take the discount, and if you can sell your feed for cash, vou 
would turn your money over 9 times in 90 days, would you not ¢ 

Mr. Suocktey. Yes, sir. 

Mr. Datmas. One other question, Mr. Chairman. Are the feed 
companies, the ones we are calling the large manufacturers, very ac- 
tive down in your area’ Do you have people calling on feed dealers 
constantly to sell feed ¢ 

Mr. Suockxitey. Much, much less, would be my opinion, than was 
the case some 4 or 5 years ago. However, there is still some of it. 

Mr. Datmas. We heard desc ribed this morning an instance of a 
feed salesman in Michigan who was permitted to have a line of credit 
to finance growers, I think it was for the season, perhaps for the pe- 
riod, of some $400,000. Have you heard of any feed salesmen down 
in your area who might have had stipulated lines of credit from their 
manufacturer that they could advance to the dealers and brood 
growers ¢ 

Mr. Suocktey. I have had such offers made to me. 

Mr. Datmas. You have? 

Mr. SuHockxey. Yes, sir. 

Mr. Datmas. By more than one ¢ 

Mr. SHockiey. Yes, sir. 

Mr. Datmas. A number of manufacturers ? 

Mr. SuHockiey. Yes, sir. 

Mr. Damas. So, it is a fairly common occurrence. 

Mr. Suockzey. I don’t know about a particular one that you may 
be describing, but in that general category of large feed manufac- 
turers coming in and offering to extend large amounts of credit or 
sharing the risk, sharing the loss, things of that nature along that 
line, I have had the offer more than once. 

Mr. Datmas. And I take it from your testimony that that sort of 
thing is not what you desire, but what you want in the Delmarva 
Peninsula is an independent poultry industry without any strings on 
it 

Mr. SuHockiey. Absolutely. 

Mr. Datmas. From anybody, including large business or the Gov- 
ernment. 
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Mr. Suockuey. Insofar as our thinking, that is absolutely the case. 

Mr. Datmas. Thank you. 

Mr. Brown. Thank you, Mr. Shockley, very much for coming and 
helping the committee. 

Mr. Brown. The committee would like to hear, as the last witness 
for the day, a representative of the Nichol’s Poultry Co., Mr. Joseph 
S. Higgins. 

Mr. Coteman. I am Mr. Coleman, Mr. Higgins has left. 


STATEMENT OF G. E. COLEMAN, JR., PRESIDENT, NICHOL’S, INC., 
EXETER, N. H. 


Mr. Cotreman. My name is G. E. Coleman, Jr., and I am president 
of Nichol’s Inc., of Exeter, N. H. 

Mr. Brown. The committee appreciates your coming here to hel 
us out on this study. Do you have a prepared statement you would 
like to read 

Mr. Coteman. No; I do not. ; 

Mr. Brown. Mr. Coleman, what branch of the poultry industry are 
you folks in? 

Mr. Coreman. We are breeders. We are one of the principal 
breeders of chickens in this country. ; 

Mr. Brown. How long have you been in that business? 

Mr. Coreman. The business itself is some 47 years old. I have been 
in the business since 1928. 

Mr. Brown. During the last 5 years, could you classify the years, 
which ones were good and which ones were bad ? 

Mr. Comeman. Well, are you talking about for us or for the in- 
ustry ¢ 

Mr. Brown. For you. 

M. Cotrman. There is a difference inasmuch as generally speaking 
they buy from the breeder preceding the time at which the difficulties 
occur. As you well recognize, it takes 6 months to grow a bird out to 
lay eggs and from then on she’s producing hatching eggs. So that 

enerally speaking it would be the year previous to the year that has 

n good in the industry and our business has generally followed that 
trend. 

Mr. Brown. What years were good and what were bad ? 

Mr. CoteMan. Well 1956, for instance, would have been a relatively 
good year for us as compared with the industry which was bad for 
the industry, and then of course there are some differences too that 
occur as far as we are concerned, and that is due to the fact that we are 
often breeding or building new types of chickens for the industry 
which entails a great deal of research and sometimes a great deal of 
money in the development of a new type of chicken. 

Mr. Brown. Now when you refer to your company as a breeding 
operation, you mean also that it is a hatchery, do you not? 

Mr. Coteman. Yes, that is right. A hatchery is necessary of course 
to a breeding operation. We sell both baby chickens and hatching eggs. 
We generally sell baby chicks within the area where they can be readily 
transported from the hatchery. We sell eggs at distances that cannot 
be—baby chicks cannot be readily transported—that means generally 
within 72 hours—of course, in our shipments abroad they are all hatch- 


ing eggs. 
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Mr. Brown. These plants that you operate around the country, are 
those franchise or do you own the various divisions of the hatchery ? 

Mr. Coteman. We have extensions of our home plant from which 
we operate in order to deliver chicks within given areas. Those are 
either operated by us as a wholly owned or partly owned subsidiary. 
Then, of course, we sell to independent hatcheries throughout the 
country who are independently owned generally from these distribut- 
ing points. In other words we are setting up distributing points in 
order to make it easier to reach, especially in the heavily rural areas 
it makes it easy to get chicks to the people whom we are supplying in 
that area from those points. 

Mr. Brown. Do you own your own breeding flocks ? 

Mr. CotemMANn. No. We own our own flocks in which we do research 
and we own flocks in which we do the primary breeding work. But 
then this has to be blown up and that’s done by independent operators 
who work with us cooperatively. 

Mr. Brown. Do you also own the feed mill in connection with your 
operation ? 

Mr. Coreman. We donot. We buy our feed. 

Mr. Brown. These independent growers who own them, who manage 
the breeder flocks 

Mr. Coteman. Yes. 

Mr. Brown. Are they strictly independent operators who sell to 

you ? 
' Mr. Coteman. We furnish, we put the breeding stock on the farms 
and then agree to take the eggs back from those farms. We supervise 
the birds on the farms. They must not have any other stock on the 
farms but ours because of the disease hazard, of course, and because of 
other problems that might occur if they did such as mixups, and that 
could not occur of course in an operation such as ours. 

Mr. Brown. In other words you furnish the stock and the feed and 
everything and pay 

Mr. Coteman. No, we do not. We furnish the breeding stock to 
these people. They buy their feed. We agree to buy the eggs back. 
We have a relatively small number of farms on which we put what 
you might call yet-unmarket breeding stock on which we do what 
you might call put contracts. That is a very small percentage of the 
birds. It might be less than one-half of 1 percent or something of 
that kind. But the great majority of these people buy their chicks. 
We put them on the farm. They buy their chicks, they buy their 
feed. We purchase the eggs back and resell them to the people who 
need this breeding stock. 

Mr. Brown. I have seen several references to Nichol’s, Inc., as one 
of the Nation’s largest hatchery operations. Is that a fair connotation ? 

Mr. Coteman. It is not one of the Nation’s largest hatchery opera- 
tions. It is one of the Nation’s largest breeder operations. 

Mr. Brown. In this breeding operation, do you supply those eggs 
then for other people to hatch? Is that it? 

Mr. Coteman. That is correct. For instance, a man who operated 
a hatchery would buy the breeding stock from us which he would 
then put out on flock owner farms to supply his hatchery with that 
kind of eggs for sale to grower operations in his territory. 
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Mr. Brown. Have you and your company ever joined with any 
feed manufacturers to offer a package deal or a joint venture and 
financing opet ‘ation to feed dealers or to growers ? 

Mr. CotemMan. To growers? In the beginning of 1957 we have; yes. 
In New England we ‘sell broiler chicks direc tly. First we sold them 
as a byproduct toward the breeding operation which, of course, is a 
necessity since we furnish largely females for the br ‘eeding for the 
industry. And then in order to extend that operation, because ob- 
viously one growing out birds must keep his houses full throughout 
the year, we ‘embarked into the broiler operation. In fact, New “Eng- 
land is reserved for the sale for broiler stock for our operation. Up 
until 1957 we did not participate in any grower operation, but since 
the beginning of 1957 we have entered into gr ow-out operations with 
several feed companies for the purpose of growing out chicks for the 
industry. 

Mr. Brown. And does that arrangement extend outside the New 
England area ? 

Mr. Coreman. That does not extend outside the New England area. 

Mr. Brown. Does not? 

Mr. Coteman. Does not. 

Mr. Brown. I have here a letter from an individual from the State 
of Washington which I would like to read into the record at this 
point and get your comments. 

Mr. CoteMAN. Surely. 

Mr. Brown. It is from Mr. Jack Linn of Linn’s Hatchery in Puy- 
allup, Wash. It says in part: 


I might call one other phase of this situation to your attention. It seems that 
the trend toward monopoly is spreading to all segments of our industry. I trust 
that some of the people from the New England States have called your attention 
to the operations of the Nickol’s Poultry Farm in Kingston, N. H. They are 
probably the largest poultry breeder hatchery corporation in the entire United 
States or probably in the world. It looks as though they are making an attempt 
to get a monopolistic control on the industry and capitalize on the present chaotic 
condition that the industry finds itself in. I am sure that any hatchery people 
in New England can give you much better information that I can along this line; 
but since it looks as though the threat is spreading into our area, I would like to 
call it to your attention. 

Just a couple weeks ago one of the larger hatcheries in our State, which has 
a franchise with the Nickol’s Poultry Farm, sent out a circular to the fryer 
producers in the States of Oregon and Washington telling them that they were 
in the future intending to buy their hatching eggs direct from Nickol’s Poultry 
Farm, and in order to get the program underway for orders that were placed 
during the month of March and all repeat orders clear into January of 1958, the 
chicks would be priced at 11% cents which they state was their cost. 


T would appreciate your comments. 

Mr. Corrman. Well I assume that they are referring to one of our 
customers who is located in the State of Washington and I might say 
that at no time do we attempt to set prices for our customers or the 
people who buy our product. That certainly is up to the customer. 
And we do not have franchises nor do we extend a franchise to this 
man who } is in the State of Washington. He is a free agent and sells 
his product on any terms and on any basis which he wishes. 

Mr. Brown. Mr. Coleman, do you think that the program that you 
have inaugurated in the New England area will encourage the pro- 
duction of chicks? 
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Mr. Coreman. I would say that it will encourage the use of our 
chicks, yes. 

Mr. Brown. Do you feel that the extension of credit and these ar- 

rangements between hatcheries and feed companies has contributed to 
the increased supply of broiler meat produced in the United States? 

Mr. Coteman. Mr. Chairman, the history of the broiler industry is 
credit. It was built on credit. I find that traveling not only in this 
country but in other countries many other countries now are copying 
the same type of systems that are in use here. We produce broiler 
meat, and did even before we were producing below the cost produc- 
tion, cheaper than any other country in the world. I certainly believe 
that we should continue along the lines that we have embarked upon 
because it is successful and sound ways of producing this meat and 
producing them cheap. 

As you have heard in testimony that has already been made here, 
it is possible to produce pounds of meat cheaper. We have embarked 
upon practices that are changing the cycles so that it is a longer period 
from feast to famine between these times. But the practices are still 
in play that will bring about a corrective competitive—in other words, 
as long as competition can remain as it is those factors are in play and 
we will bring about a corrective measure that will bring our industry 
back into focus. 

Mr. Brown. There is one thing—— 

Mr. Coreman. And proper. 

Mr. Brown. There is one thing that appeared evident from the De- 
partment of Agriculture’s testimony yesterday, and that is that the 
fs ae lasts longer now than it used to. 

Mr. Coteman. Certainly, and I am certain that as the famine lasts 
longer so will the period of relative prosperity. And I might say in 
that connection, we are going to sell our product for a much lower 
margin of profit. In other words we are going to spread it over larger 
units. That does create a problem for many operators—it creates that 
efliciency problem—it creates many problems. 

Mr. Brown. You feel it is absolutely essential to have this extensive 
credit to have this volume ? 

Mr. Coteman. I am certain that having witnessed the growth of 
this industry and the fact that it has required even more credit as we 
have gone on to do this job that we must have credit. It is the 
basis on which our industry is built. Of course, unlimited credit 
and unreasonable credit is not a good practice in any industry, but as 
has been indicated here it will soon come to a stop because there are 
people who must account for the credit. There are times even it has 
been—TI certainly would not want to take up the cudgels for any of our 
people in the industry, but certainly even in the feed industry these 
must answer to a board of directors sooner or later and act as a cushion- 
ing against unlimited credit. They must. 

Mr. Brown. While I agree with the theory that you express, here 
is an actual instance where after 19: 56, which has been termed by almost 
everybody as one of the roughest, if not the roughest, years in the 
broiler industry since the war, we see the Nickol’s Co. going into expan- 
sion of credit the very year after the very roughest one. Now you 
have never done it before. Is this thing just a self-feeding operation 
where a few companies will do it one year and the industry gets in 
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trouble and then the next year there are some other companies that 
move in to get their share of the market? 

Mr. Coreman. Mr. Chairman, we have made up our minds it is here 
to stay. We have learned a long time ago that the surest way to suicide 
in business is to buck trends. We certainly do not intend to do that. 

Mr. Brown. And you are saying by that the trend is expansion of 
credit. 

Mr. Coteman. The trend is to cooperative arrangements for the 
financing of birds for people who for one reason or another did not 
wish to take the risk themselves, Mr. Chairman. I’m certain that 
much of our problem in that direction has been brought about by the 
demand for security, a type of thing that has occurred in relatively 
late years, asI see it. And I do not think it is confined to our industry. 
I think the seeking of security seems to be something that is prevailing 
throughout our economy and certainly is having its effect upon our 
business. 

Mr. Brown. I can see that there might be a possibility of effecting 
economies in operation through credit expansion volumewise, the 
number of birds produced by one individual. But now we heard 
testimony just a few minutes ago that a feed dealer gets $2 more per 
ton for the feed that he sells on credit than he gets for the feed he sells 
for cash. That certainly does not sound like an economy move. Now 
what about in this chick business? When you sell chicks for credit, 
do yon not get more for those chicks than you do chicks you sell for 
cash ? 

Mr. Coteman. We have, I am sure—yes, that is true. In fact, I 
am certain that has been true ever since I have been a part of the in- 
dustry for not only feed but chicks or almost anything. There has 
been a charge for credit, and I would say from my observation that the 
charge for credit is less today rather than more. During the time that 
margins of profit were relatively large in our industry the charge for 
credit also was relatively large. 

Mr. Brown. You are saying that in spite of all of this that there has 
been a phenomenal growth in the industry and you said earlier that 
credit is responsible for it. Do you feel that there has been a larger 
growth percentagewise during the last 3 or 4 years under the develop- 
ment of this extensive credit integrated operation than there was in 
the years prior to that? ; 

Mr. Coteman. As you heard in the testimony from the men from 
Maine, and I happen to have been a part of that development from 
the beginning, credit and integration played a part in the growth of 
that industry from the beginning and that is not relatively new. 
That’s not something that has developed in the last 3 or 4 years. 
That has been underway for many years. 

Mr. Brown. By contrast in the Delmarva area this elaborate credit 
is relatively new in the Delmarva area; isn’t it, sir? 

Mr. Coteman. That’s true. 

Mr. Brown. So there we have—— 

Mr. Coreman. You say “elaborate” credit ? 

Mr. Brown. Yes. 

Mr. Coteman. It’s different credit. Its use is not new. It also 
has been in practice there for a number years. In fact, this business 
of sharing the rate of one-quarter, three-quarters, one-half has been 
in existence on the shore for as long as I can remember. 
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Mr. Brown. Would you say that it is more extensively used now 
than ever ¢ 

Mr. Coteman. I wouldn’t say so. I would say that in proportion 
the situation is about the same. 

Mr. Brown. When you get into this extension of credit, the question 
always arises, where do these people get all the money? We have 
heard many accusations that it comes from Government sources. 
Have there ever been any Government loans in your operations from 
any agency of the Government ? 

Mr. Coteman. None whatsoever. 

Mr. Brown. Have there ever been any loans from any major feed 
companies in your operation ? 

Mr. Coteman. None whatsoever. We pay cash. 

Mr. Brown. That is a mighty good way to do business. In these 
breeder-flock operations has there been any extensive Government 
money in providing housing or equipment in those operations? 

Mr. Coteman. As far as we know there has been no extensive Gov- 
ernment money in those operations. We do know that there have 
been loans made to people who produce hatching eggs for us by Gov- 
ernment agencies. 

Mr. Brown. What Government agencies would those be? 

Mr. Coteman. What would be the Farmers’ Home Administration. 
There are several areas in Maine, one in particular that I have in mind 
Washington County, Maine, which is a distress area, has been so 
designated. There was formerly a great fishing industry there, also 
at one time a lumbering operation. It has needed some sort of re- 
juvenation as far as economy is concerned and they have made repeated 
requests for help from the Farmers’ Home Administration and I know 
that loans have been made there for that purpose. 

Mr. Brown. In your operations, has there ever been any money sup- 
plied by a citizens’ industrial corporation or any community that is 
trying to promote industry ? 

Mr. Coteman. For us? 

Mr. Brown. For you. 

Mr. Coreman. Not that I know. 

Mr. Brown. Is there any effort on the part of Nichol’s, Inc., to ob- 
tain any Government moneys for persons or firms in the Maine potato 
area so that these people can go into some segment of the poultry 
industry ? 

Mr. Coreman. There are no requests from us for that purpose. I 
understand that there are individuals in Aroostook County area who 
have requested loans from Farmers Home Administration and others 
for that purpose. We have made no requests for that purpose. 

Mr. Brown. Those people would go in the breeder flock business, 
would they ? 

Mr. Coreman. They would. 

Mr. Brown. At this time I would like to place the entire letter of 
Mr. Jack Linn of Linn’s Hatchery, Inc., into the record. This letter is 
dated April 24, 1957. 
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(The letter referred to is as follows :) 


Linn’s HATCHERY, 
Puyallup, Wash., April 24, 1957. 
Hon. CHARLES H. Brown, 
Congress of the United States, 
House of Representatives, Washington, D.C. 


Dear Mr. Brown: I have your letter of April 17, and I will be very glad to co- 
operate with you in any possible way in regard to the hearings that you will soon 
be conducting in reference to the present problems of our poultry industry. 

I might call one other phase of this situation to your attention. It seems that 
the trend toward monopoly is spreading to all segments of our industry. I trust 
that some of the people from the New England States have called your attention 
to the operations of the Nichol’s Poultry Farm in Kingston, N. H. They are prob- 
ably the largest poultry breeder hatchery corporation in the entire United States 
or probably in the world. It looks as though they are making an attempt to get 
a monopolistic control on the industry and capitalize on the present chaotic 
condition that the industry finds itself in. I am sure that any hatchery people 
in New England can give you much better information than I can along this 
line; but since it looks as though the threat is spreading into our area, I would 
like to call it to your attention. 

Just a couple of weeks ago one of the larger hatcheries in our State, which has 
a franchise with the Nichol’s Poultry Farm, sent out a circular to the fryer pro- 
ducers in the States of Oregon and Washington telling them that they were in the 
future intending to buy their hatching eggs direct from Nichol’s Poultry Farm 
and in order to get the program underway for orders that were placed during 
the month of March and all reapeat orders clear into January of 1958, the chicks 
would be priced at 11144 cents which they state was their cost. Incidentally 
Nichol’s Poultry Farm was originally a breeder hatchery supplying choice breed- 
ing stock to hatcheries all over America. They are big primarily because the 
hatcheries in the country have patronized them. However, when the squeeze 
comes they are going about to integrate their operations and have set up hatching 
egg agencies all over the country and have become the competitors of people who 
put them in business. 

While I have no way knowing whether this offer that is made in the State of 
Washington is being subsidized by Nichol’s since someone has to be taking the 
loss somewhere along the line. I certainly believe it bears thorough investi- 
gation, and I am sure you would get a tremendous amount of support along 
this line from all of the hatchery people in the New England States. I just re- 
cently conducted a meeting amongst our hatchery people in relation to this 
problem discussing costs of producing chicks in our area. In taking a realistic 
look at our cost, based on average operation, everyone there agreed that the cost 
of producing the chick would run in the neighborhood of 15 cents. All of the 
large-volume hatcheries in the State of Washington were present at the meeting, 
and we all know that it is impossible to sell chicks at 1114 cents without losing 
money. The thing that we believe is illegal and certainly is going to demoralize 
our industry is for any franchise hatchery of a large organization of any large 
organization moving into our markets and taking losses in order to bankrupt 
our hatching egg producers which is our lifeline and thus getting control of the 
market. While I have stated that I cannot prove that this is the intent certainly 
everything about it would indicate as such, since we all know that it is utterly 
impossible to produce chicks for 1114 cents and the printed offer that was made 
by this hatchery states that they are selling them at cost. If this type of monop- 
olistie practice is permitted to continue in the hachery industry, here is what 
will happen. 

We in the States of Washington and Oregon will lose one of our good sources 
of agricultural income, and that is the people that produce hatching eggs will go 
bankrupt. It would take less than a year of this type of practice to accomplish 
this. Then the whole industry would be under the control of one large national 
organization who through their franchise program only makes the stock available 
to 1 or 2 hatcheries in the area. Certainly this is not in line with our com- 
petitive way of life and can do nothing but demoralize our entire industry and 
is just one other step along the line of monopolies which are designed to destroy 
small business and our American way of life which has played such an important 
part in making our Nation the greatest in the world. 
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I would appreciate very much if you would extend your investigation to take 
a good look at this Nichol’s Poultry Farm operation and any others which might 
be operating along these lines. 
Sincerely, 
JACK LINN. 


Mr. Brown. Mr. Coleman, thank you again for appearing. 

The committee will stand in recess until Monday morning at 10 
o’clock in the room where we were yesterday, room 1334, New House 
Office Building. 

(Whereupon, at 6:50 p. m., the committee recessed to reconvene 
at 10 a. m., Monday, May 13, 1957, in room 1334, New House Office 
Building.) 
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MONDAY, MAY 13, 1957 


House oF REPRESENTATIVES, 
SuscommitrzE No. 6 on Foop Inpustries oF THE 
Setecr Commirree To Conpuctr a Stupy AND 
INVESTIGATION OF THE PropLeMs OF SMALL Bustness, 
Washington, D. C. 

The subcommittee met, pursuant to recess at 10:10 a. m., in room 
1334, New House Office Building, Hon. Charles H. Brown (chair- 
man of the subcommittee) presiding. 

Present: Representatives Brown, McCulloch, and Sheehan. 

Also present : Representative Horace Seely-Brown, Jr., of Connecti- 
cut, Mortyn K. Zietz, special counsel, and Victor P. Dalmas, counsel 
to minority members. 

Mr. Brown. The committee will be in order. 

I believe we have a quorum of Congressmen present and we will 
proceed. 

We would like to hear first from Mr. Planchon. 

Mr. Planchon, would you come forward, please ? 

Would you raise your right hand, Mr. Planchon? Do you solemnly 
swear that the testimony you are about to give before this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Piancuon. I do. 


TESTIMONY OF ALBERT PLANCHON, GENERAL MANAGER, POUL- 
TRYMEN’S COOPERATIVE OF CONNECTICUT, PLAINFIELD, CONN. 


Mr. Brown. Mr. Planchon, would you give us your full name, your 
company, and so forth ? 

Mr. Piancnon. My name is Albert Planchon, general manager, 
Poultrymen’s Cooperative of Connecticut, Plainfield, Conn. 

Mr. Brown. Do you have a statement you would like to read, Mr. 
Planchon, or would you rather just answer some questions ? 

Mr. Piancuon. I don’t have a prepared statement. I will try to 
answer any questions that might help the Chair. 

Mr. Brown. First may the Chair say that we genuinely appreciate 
your volunteering to come before this committee and to give us the 
benefit of your experience in this industry. 

What branch of the industry are you engaged in, Mr. Planchon? 
How would you classify yourself, processor, or grower ? 

Mr. Piancuon. This cooperative, founded in 1947 for the sole pur- 
pose of marketing poultry for the independent poultrymen of east- 
ern—we have done just that in the 10 years. 
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Mr. Brown. As a processor as we have come to learn the industry 
in an operation of this kind, you do not engage in the growing of 
any birds? 

Mr. Pirancuon. We grow no broilers or chickens as such. 

Mr. Brown. And that has been your policy since the inception of 
the cooperative ; has it not ? 

Mr. Prancuon. That has been the policy. 

Mr. Brown. Do you sell these dressed birds as fresh poultry or as 
frozen poultry or both ? 

Mr. Piancnon. Both, 

Mr. Brown. What general area do you cover? 

Mr. PLancuon, A 30-mile radius of Plainfield, which would cover 
Windham, New London, and Tolland Counties. 

Mr. Brown. You cover that area in your procurement; is that cor- 
rect ? 

Mr. Prancnon. That is correct. 

Mr. Brown. What area do you cover generally in the sale of your 
finished product ? 

Mr, Puancuon, Mostly southern New England, some New York, 
but mostly in Connecticut and southern New" England. 

Mr. Brown. Roughly, what would you say the capacity of your 
processing plant would be? 

Mr. Prancuon. It reached a peak in 1955 of 15 million pounds. 
with a drop off in 1956 of about 3 million pounds, anticipating 1957 
to be still lower in volume. 

Mr. Brown. We have had during the last several days, Mr. Plan- 
chon, several witnesses from various branches of the industry, and 
so forth, and I believe on the first day it was indicated that 1956 was 
a pretty bad year for the poultry industry. Was it in your section ? 

Mr. Pirancuon. Yes; it was. 

Mr. Brown. Have you had other years as bad in the 10 years that 
you have been operating ? 

Mr. PLancuon. No, sir. 

Mr. Brown. Did you have any other years that you would classify 
as bad until you really learned the meaning of the word in 1956? 

Mr. Piancuon. 1957 to the independent poultryman was a bad 
year, but it was a good year compared to 1956. 

Mr. Brown. Mr. Planchon, the purpose of this committee study 
is to determine what some of the real problems are in the poultry 
industry, and to hear discussions on what might be done to correct 
them, always with the thought of any activities that might impede or 
tend to impede the normal growth of the small independent business- 
man. 

When you first started in this business in 1947, could you give the 
committee some idea of what a grower expected to make per bird, an 
independent grower ? 

Mr. Prancuon. In 1947 independent poultrymen, which we clas- 
sify as small businessmen, derived their livelihood from the raising 
of poultry, after all cost made the average national wage on about 
10,000 broilers. 

Mr. Brown. Could you spell that out a little bit for us laymen. 
Say a 10,000-broiler capacity, you mean that the grower would grow 
maybe 40,000 birds a year ? 
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Mr. PLtancuon. That is correct, 10,000 in each batch, yes. 

Mr. Brown. What could he hope to make ? 

Mr. Piancuon. Between four and five thousand dollars a year net 
after all expenses, depreciation, and so forth. 

Mr. Brown. After depreciation ? 

Mr. Pirancuon. Yes. 

Mr. Brown. On his fixed capital assets, and so forth. Has that 4 
to 5 thousand per year to the grower continued or has it undergone 
some changes during the last 10 years? 

Mr. Piancuon. It has undergone some changes, especially in the 
last 18 months, 2 years to 18 months. 

Mr. Brown. Is it more or less than it was? 

Mr. Piancuon. Considerably less, to a point where the independent 
has had to turn to some form of contractual arrangement with proces- 
sors, feed companies, feed dealers, or independent financiers where 
they receive either a floor for their product, their broilers, which has 
attached to it an insurance premium that in our opinion is much too 
high. 

Mr. Brown. As these growers have turned to these processors and 
feed companies, businessmen for more or less guaranteed income, 
would you call that an expansion of free enterprise for those growers 
involved ? 

Mr. Pirancuon. Definitely not. 

Mr. Brown. Is the term “sharecropping” as applied to this instance 
in certain segments of the industry ; is that an accurate term ? 

Mr. PLancnuon. In my opinion, yes. 

Mr. Brown. Are these people really working for more or less labor 
wages today instead of operating independent enterprises ? 

Mr. Piancnon. Below living wages. 

Mr. Brown. Below living wages? 

Mr. PLancuon. Yes, sir. 

Mr. Brown. What do you feel that a man is netting today out of 
40,000 birds a year, after depreciation and so forth ? 

Mr. Puancuon. I have a couple of schedules here that would net 
$200 a week, that is gross $200 a week at these prices for 40,000 birds. 

Mr. Brown. Per year? 

Mr. Prancuon. Per lot. 

Mr. Brown. Per lot? 

Mr. Piancnon. Per year? 

Mr. Brown. Per year. Did you not tell us that the average was 

Mr. Piancuon. Fifty dollars a week gross with markets the average 
of the 1956 price. These contractual arrangements would have netted 
the grower $50 a week gross. 

Mr. Brown. Out of that would have to come his depreciation on his 
poultry house and equipment, would it ? 

Mr. Piancuon. Correct. 

Mr. Brown. How many hours a week would the average grower 
have to put in to handle a batch of 10,000 birds? 

Mr. Piancnon. Depending a little on the type of buildings that he 
was operating in, but approximately 40 hours a week in a 7-day week 
to doa good job. 

Mr. Brown. Would his depreciation on his equipment and so forth 
bring his net labor return per week below the prevailing minimum 
wage in the Nation ? 

95697—57—pt. 112 
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Mr. Prancuon. I would think so. 

Mr. Brown. Do you see this system improving or what is your 
opinion of the outlook for the poultry industry ? 

Mr. Piancuon. From the standpoint of the manager of this co-op, 
we have found this to have happened in the last 18 months. We have 
lost to some form of a contractor, we shall call him contractor, we 
know no other name, more than 25 percent of our independence. 

Another 6 months of markets at 20 cents or under will see another 
25 percent go. In the process of doing this, my observation, in going 
around to these various poultry farms, it will take 3 to 5 years before 
these buildings are no longer there, and they will have probably a 
poor homestead left. 

Mr. Brown. Mr. Planchon, are you experiencing difficulty in 
getting enough poultry to process in your plant ? 

Mr, Piancuon. Yes, sir; unless you join with some integrator, it is 
common knowledge in our area at least that either you join us or you 
go out of business. 

Mr. Brown. Up to now you have declined to participate in what 
is called sharecropping and an integrated operation. 

Do you anticipate joining them or what are your plans? 

Mr. Piancuon. We are going to have to join them or become one 
of them unless—and this again is our opinion in eastern Connecticut— 
unless this poultry market can move to a little higher level where the 
independent can again make a living wage for his labor and invest- 
ment. 

Mr. Brown. Do you feel that an integrated operation of the type 
you have described is a superior way of producing poultry meat to an 
independent operation ? 

Mr. Piancuon. It might be a superior way to raise poultry meat 
if you can get labor and facilities at the fabulous low figures that 
these integrators have been getting these two items, labor, equipment, 
facilities, yes. 

Mr. Brown. Do you think that that will continue or do you think 
that these people who own the facilities and who have been furnish- 
ing the labor are doing this more or less out of lack of any other 
choice at this time? 

Mr. PLtancuon. They don’t have any choice. Markets have been so 
low that they have gone behind with the people that supply them 
chicks, feed, and what have you. 

It appears that they are taking these contracts, these arrangements 
more to attempt to salvage a living, hoping that as time goes on, there 
will be a determined cutback in the amount of poultry being raised 
or the consumption increased, to a point where maybe these bosses of 
theirs will say “We will give you a little more for your labor” or they 
may expect to get out from underneath these contracts and go back 
to an independent, small business. 

Mr. Brown. Their hope for an improvement in their wages, I as- 
sume that you are saying their hope would be that supply and demand 
will come more in balance? 

Mr. Puancuon. Yes. 

Mr. Brown. Even if some of the people who are engaged in share- 
cropping extensively should reduce their output, if companies like 
yourselves are forced into it, would that not increase the supply in- 
stead of decreasing it? 
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Mr. PLancuon. It is apt to; yes. 

Mr. Brown. Is it really a justifiable hope then that supply and de- 
mand will come more in balance? 

Mr. Piancuon. I personally don’t give it much hope. In studying 
various costs coming out of other areas and here, these are not sta- 
tistics, they are statements made by people that are in this business, 
for example one very large, powerful new integrator made this state- 
ment to me last week: that at 1814 cents a pound for live chickens 
on the farm they have their net costs plus a half a cent a chicken per 
week for the grower for his labor and facilities. 

Now then, if that is the correct figure, 20 cents a pound would make 
so much money for a corporation raising, for example, a million broil- 
ers at a time that they would never want to see it any higher because 
of the tax problem. 

Our independents at 20 cents a pound for broilers on the farm can- 
not make an honest living and keep their facilities, their buildings, 
their dwellings, their equipment in proper working condition. 

So I see, if this is the correct figure, I see no chance of the inde- 
pendent ever coming out of this squeeze, unless something else is done. 

Mr. Brown. If the independent has an economic function to per- 
form in this operation, if he can’t make it at a given level but if a 
bigger operator can, it would appear at least on the surface that some- 
body would be getting less than a reasonable share in the operation 
if the big operator can make it and the small operator cannot. 

Who is being hurt ? 

Mr. Prancuon. The laborer, the fact that the big operator can hire 
cheap labor, cheap facilities against a small-business man that is en- 
titled to get interest on his investment, depreciation and so forth, and 
make a living without being a slave. 

Mr. Brown. Do you feel that at present levels of one-half cent per 
week for the grower, that the grower is more or less a slave? 

Mr. Piancuon. He is out of business. 

Mr. Brown. Mr. Planchon, we have asked everyone who has come 
before this committee the general source, not the specific source of the 
capital for operating these concerns. 

Has your company ever borrowed money from an agency of the 
United States Government? 

Mr. PiancHon. 1947 from the Springfield Bank for Cooperatives 
an operating capital loan that was repaid in 1950. There has been 
no other Federal money of any kind borrowed by this organization 
for any purpose. 

Mr. Brown. Would you give us an estimate or an approximate per- 
centage of your total capital requirements that that loan represented ? 

Mr. Piancnon. At the onset of this cooperative, the stockholders 
built the small building for $24,000 and borrowed $24,000 from the 
bank for the cooperatives for working capital. That was it. 

Mr. Brown. In other words, the cooperative loan represented 50 
percent of the company’s capital ? 

Mr. Piancuon. That is correct. 

Mr. Brown. Inasmuch as you have given us the initial setup, would 
vou mind giving us some indication as to the size of the plant today ? 
Ts it twice the size? 

Mr. PLancuon. Twenty-five times the size. 
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Mr. Brown. Tw enty- five times ? 
Mr. PLancnon. toughly. 
Mr. Brown. And in that growth, there has never been any additional 

Government money ¢ 
Mr. Piancuon. No, sir. 

Mr. Brown. Government money involved ? 

Mr. Piancuon. No, sir. 

Mr. Brown. This trend toward integration and sharecropping, do 
you feel that its advantages outweigh its disadvantages or vice versa ? 

Mr. PLrancnon. It could have advantages. 

Mr. Brown. Would you expand on that, please, Mr. Planchon ? 

Mr. Prancuon. If the grower—I am talking now of the independ- 
ent eastern Connecticut area where these poultry people are farmers 
that have built small businesses. I know nothing of any other area 
where these integrators may own the facilities. 1 am talking now of 
the eastern Connecticut independent area. If there were a contract 
that would say to a grower “Yes, for a fixed insurance premium we 
will do this and this,” but I have not seen this contract yet. 

Should there be with all these arrangements that are around today, 
should there be a market, for example, of 25 cents a pound alive on 
the farm, which was considered in 1954 as a very low price for broilers, 
the contractor or the integrator that guarantees a mmimum of a half 
a cent a chick a week at that point receives for his msurance approxi-. 
mately 3 cents a pound, and in my opinion that is too steep a premium 
to pay for a slave labor wage. 

Mr. Brown. Mr. Planchon, it has been indicated to the committee 
that the hope for improvement in this situation is that there will be 
enough washouts, enough people get out, to where supply will adjust 
to demand. 

Is that the only hope ? 

Mr. Piancuon. I don’t think that is a hope; I think that is a myth, 
because as 10 independents go out, 1 large one comes in that takes up 
the slack. If you look to the record, to the growth of the broiler in- 
dustry in other areas, you will find that to be the case. Where an area 
can grow, I don’t know, from the fabulous amount that it has it would 
indicate that the independent poultryman is out of business unless 
something can be done, and I don’t know what the answer is. 

Mr. Brown. Do you feel that the adjustment of supply to demand 
came more rapidly or less rapidly in the days when independent op- 
erators more or less controlled the field ? 

Mr. Piancnon. The independents cut back much quicker, yes. 
They had no commitments outside of their own. 

Mr. Brown. Do you have any figures or estimates on the total vol- 
ume of the poultry industry in eastern Connecticut ? 

Mr. Piancuon. Five to six million chicks a week multiplied by 10 
weeks times 314 pounds, that is the only one that I have. 

Mr. Brown. It is big business, isn’t it? 

Mr. Piancnon. Yes, it is. 

Mr. Srety-Brown. Would the gentleman yield at that point ? 

Mr. Brown. Yes, I would. 

Mr. Srety-Brown. I think it is fair to state that in eastern Connecti- 
cut the poultry industry is the second largest source of jobs, if you 
will, for the individuals living in that area. 
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Mr. Brown. Could we get in the record some estimate as to the total 
labor personnel involved in this industry or have there been any figures 
released ? 

Mr. Piancuon. We have 556 stockholders, and we represent prob- 
ably 25 percent of the poultry people in southeastern Connecticut. 

Mr. Brown. How many do you employ in the processing plant? 

Mr. Piancuon. 100 to 130. 

Mr. Brown. Are there other plants similar to yours in the area? 

Mr. Piancuon. Yes, there are. There are four other plants that 
employ at least as many, at least as many. 

Mr. Brown. So eastern Connecticut has quite a stake in this poultry 
industry situation ? 

Mr. Pirancuon. Poultry is the largest agricultural commodity in the 
State of Connecticut. 

Mr. Brown. Mr. Planchon, what is going to be done about it? We 
keep hearing that the industr y is going ‘to have to correct it themselves. 

Do you see any tangible action being taken by the industry to 
correct it ? 

Mr. Prancuon. I just got new glasses. I don’t read very well. 
There appears to be a lot of propagé anda which says we are going to 
cut back in one breath, and I see nothing concrete about this cutback. 
I don’t think they are going to cut bac ‘kk, not voluntarily. 

Mr. Brown. If the industry does not do something about it, what is 
the answer going to be? 

Mr. Piancnon. I cannot answer. I donot know. 

Mr. Brown. Do you think the Government should do anything 
about it ? 

Mr. PLrancuon. Do youmean suchascontrols? No. 

Mr. Brown. I just want to make the observation that Government 
action historically has involved, in other fields, evervthing from polic- 
ing a situation to antitrust legisl: ation, separation of different divisons 
of an ndustry such as production and distribution. 

Government action does not necessarily always have to take the form 
of controls or of parity price support. 

Let me be specific. You are familiar in general I am sure with the 
Packers and Stockyards Act passed in the 1920’s which made it illegal 
for a meat processor to engage in the retail sale of meat, on the theory 
that it would be an unfair advantage. Should the Government ex- 
plore a similar provision that w ould separate feed manufacturing, 
processing and so forth from actual growing of broilers? 

Mr. PLancuon. That certainly w ould achieve what the independent 
is looking for. How it can be done I have no idea, but that certainly 
in my opinion would answer their question, their problem. It would 
solve their problem. 

Mr. Brown. Do you think there would be any value in the Govern- 
ment exploring the possibility of credit policing in this industry? 

Mr. PLancnuon. How could you police credit? 

Mr. Brown. That would be something that would have to be studied 
at great length, but in the case of regulation with, administered by 
the Federal Reserve System, the Government for years policed credit 
on installment buying, requiring a certain equity in downpayment 
and limiting the period over which payment should be made for a 
credit purchase. 
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Mr. Puancuon. You would then probably assist in terminating 
these independents, unless a good percentage of them could have 
access to new money to refinance their independent operation. Most 
of them are broke right now. 

Mr. Brown. Do most of them, in your opinion, owe money on their 
poultry houses ? 

Mr. Prancuon. I would say so; yes. 

Mr. Brown. To whom do you think they owe that money, in general ? 

Mr. Piancuon. In our particular area, banks and private. 

Mr. Brown. Are those call loans, short-term loans, or long-amor- 
tization loans? 

Mr. PLancnon. A combination of the three, I would say; yes. 

Mr. Brown. Do you feel that most of the growers are indebted to 
their feed company for feed and supply ? 

Mr. Prancuon. Yes. 

Mr. Brown. Do you think any of the growers owe any hatcheries 
for chicks that they have bought? 

Mr. Piancnon. I certainly do think so. 

Mr. Brown. Do you think that a grower could get by satisfactorily 
with credit that extended from flock to flock rather than a given 
period, such as 90 days, which more than covers the growing period ? 

Mr. Piancnon. He might get along a lot better and watch his 
operation a little closer. That has been, in my opinion, one of the 
problems with this broiler business. There has been too much of this 
so-called 90-day credit. 

Mr. Brown. Mr. McCulloch ? 

Mr. McCuttocn. I am sorry I was not here when you came in and 
began your testimony, Mr. Planchon. That which I heard has, how- 
ever, been most interesting. The facts, of course, to me are regret- 
table. IfIcould ask you the final question first, it would be this: What 
solution do you have of this very regrettable condition in the poultry 
industry ? 

Mr. PLancnon. Give small business back its business. 

Mr. McCutiocn. How would we do that ? 

Mr. Piancnon. Ihave no idea. 

Mr. McCutiocn. Have you given much thought to how that could 
be done? 

Mr. Prancnon. Thought, but with no answers. 

Mr. McCutiocn. I wonder if the same general problem which is 
involved here is not involved in almost every agricultural activity in 
this country ? 

Mr. Pirancuon. I would say so; yes. 

Mr. McCutiocn. And that problem has been with us for 2 or 3 
decades, through both political parties being in control in this coun- 
try, and we have not yet come up with a solution. 

Mr. Prancnon. It would appear that way:; yes. 

Mr. McCutxocn. By the way, did you see the editorial on the gen- 
eral agricultural situation and Secretary Benson’s reaction thereto in 
yesterday’s Washington Star ? 

Mr. Prancnon. No; I did not. 

Mr. McCutxocn. I would commend it to you and to all other people 
who are interested in agriculture. Asa matter of fact, I think I shall 
offer it in the record today. I wonder if this condition with which 
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the poultry industry is confronted is one of long standing or one only 
of recent standing ? 

Mr. Piancuon. I would say relatively recent. 

Mr. McCutiocu. And over a period of 10 or 15 years, generally 
speaking, the poultry industry has been going along making a good 
profit from year to year with maybe 1 or 2 or 3 exceptions? 

Mr. Piancuon. That is right. 

Mr. McCouttocnu. Is that right ? 

Mr. Piancuon. That is right. 

Mr. McCutiocn. And the year or time of which you are testifying 
was, of course, the worst year of the entire 10- or 15-year period ? 

Mr. Piancuon. That is right. 

Mr. McCutxocn. I noted that your cooperative was born in 1947; 
is that right ? 

Mr. Puancuon. That is right. 

Mr. McCutiocu. With an initial investment of $24,000 ? 

Mr. Piancuon. That is correct. 

Mr. McCutiocn. And now the company is worth some 20 or 25 
times that. That shows prety good progress, doesn’t it ? 

Mr. PLancuon. Yes; it does. 

Mr. McCutxocn. Probably far better than the average company, 
cooperative or otherwise, in America over that period, isn’t it? 

Mr. Prancuon. I would not know. 

Mr. McCutxocn. You would rather let the statisctics give us that 
answer ? 

Mr. Pirancuon. Yes. 

Mr. McCutiocn. And the things which trouble you most have 
grown up only within the last 2 or 3 years, I take it? 

Mr. Prancuon. Yes; in the last 2 years. 

Mr. McCuttocu. When I first came in, you were talking about this 
insurance that is written by some companies, and in which the old, de- 
pendable Firemen’s Mutual or whatever its official name was, had some 
very unpleasant experiences. Did I understand you to say that the 
premium for that insurance was too high, or the insurance resulted in 
providing a guaranteed market at a price for poultry meat or products 
that was too high? 

Mr. Prancnon. I did not mean insurance as such. I simply meant 
that, for the guaranty of a minimum price for your poultry or this half 
a cent a chick a week that is used so much in the trade today as your 
return plus a bonus if the market is over a figure, that type of insurance 
—it actually is not an insurance by an insurance company. It is an 
arrangement with these growers whereby they are insured a floor 
for their product or insured a certain amount of return. 

Mr. McCuttocn. I see. Rather than it being the result of a contract 
of insurance, as we understand contracts of insurance, it is a contract 
between a grower and a feedstore or a feed mill or whatever you want 
to call it, whereby the grower is guaranteed, if he uses the feed of a 
certain store or mill, that he will, when his poultry is ready to market, 
receive a certain price therefor? 

Mr. Prancuon. That is correct; that is the type of insurance. 

Mr. McCutrz0ocu. It does take on the characteristics of a guaranty 
of a market price for the thing which is being raised; is that right ? 

Mr. Pirancuon. That is correct. 
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Mr. McCutzocu. There have been different approaches down 
through the years in this field in the matter of credit insurance; is that 
right ? 

Mr. Puancuon. I would say so; yes. 

Mr. McCutxiocn. Do you think that it might be in the interest of the 
public as well as of the grower to prohibit, by law, such arrangement ? 

Mr. Prancuon. Yes. 

Mr. McCutxocu. You believe that it would be in the best interests 
of the producer and the consumer and in accordance with our traditions 
in private enterprise to do that? 

Mr. Puancuon. Yes, sir. 

Mr. McCuniocu. How long has this trend in integration been appar- 
ent to you in Connecticut ? 

Mr. Puancuon. Roughly 2 years. 

Mr. McCutiocu. Do you see in this trend any danger leading ulti- 
mately to monopoly in this field ? 

Mr. PLancuon. I most certainly do. 

Mr. McCoutxocu. You then do not believe that there are enough 
independent operators or enough incentive for new independent oper- 
ators over the years to compete with these large integrated operations? 

Mr. Prancuon. I don’t see how they can be. 

Mr. McCuttocn. Do you believe that we should give careful con- 
sideration and study to this type of operation to see whether or not 
it is running afoul of the antitrust laws now? 

Mr. Piancuon. Not being an attorney and knowing the law too 
well, I would say that it needs watching very carefully. 

Mr. McCutxocw. And if it is not in violation of the law, is it your 
opinion that it needs study to determine whether or not in some man- 
ner it should be made subject to that type of legislation ? 

Mr. Piancuon. Yes. If it is not in violation now, it could very 
easily be in violation. 

Mr. McCuttocu. I had forgotten whether the chairman asked you 
this question or not. I think an answer is important and will repeat 
it if he has already asked it. 

Do you think that wages in this industry should be brought under 
minimum wage standards? 

Mr. Prancuon. [If it is good for one it should be good for them all. 
I say yes. 

Mr. McCuttocn. Do you think that you speak for the majority of 
producers, independent and integrated as cooperative and corporations 
in that answer ? 

Mr. PLancuon. That is a rather broad question. 

Mr. McCouttocn. I will limit that. If you want to speak only for 
yourself as my very able colleague, Mr. Seely-Brown, has said, that 
would be a fair question for me to ask. 

Mr. Prancuon. I think I am trying to relay to this committee the 
feeling of the people of eastern Connecticut that after all do 
pay me. I think that is their feeling, that if something is not done 
they are going to lose their independence and they would just love 
to stay independent. 

Mr. McCuuxocn. I wonder if the same forces which are at work 
here have been at work in other segments of our economy all down 
through the history of our country ? 
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Mr. Piancuon. I would not know how to answer that. I do not 
know. 

Mr. McCouttocn. Do you think there have been competitive factors 
and profit margins, which have down through the years resulted in 
the death of small and independent businesses ? 

Mr. Purancnon. From my reading I would say so, yes. 

Mr. McCuttocn. And if the greater good is served and if such trend 
does not result in monopoly and finally to higher prices to the con- 
sumer, it might be a good trend, might it not ? 

Mr. Prancnon. I can’t answer that. I don’t know. 

Mr. McCuttocn. I also understood this, that there has been no real 
difficulty in financing the operations by the producers up there, gener- 
ally speaking, where a profit, even though a small one, was made? 

Mr. Pirancnon. There has not been any difficulty, no great difficulty. 

Mr. McCutiocn. There has been money av ailable either from pri- 
vate loaning institutions or from the Small Business Administration 
if it met the reasonable test laid down by that Administration or by 
the banks? 

Mr. Prancuon. I would say the independent has had access to 
enough money to operate his business, yes. 

Mr. McCutsocn. I believe that is all. 

Mr. Brown. Mr. Seely-Brown. 

Mr. Sreity-Brown. Mr. Planchon, I just want to review some of the 
questions that have already been asked. 

It is my understanding that the reason that the co-op was formed 

vas to enable the poultry producer in the area from which you come 
to remain as an independent producer; is that correct? 

Mr. Piancuon. Yes. 

Mr. Serriy-Brown. And because of the fact that they participate 
in a cooperative effort, they are able to maintain that degree of inde- 
pendence ¢ 

Mr. Piancnon. They are about the last segment of independence 
in eastern Connecticut, for your information. 

Mr. SreLy-Brown. That is what I was getting at, No.1. Now, No. 
2, you have had a very successful 10-year period in the growth and the 
service that the co-op has rendered, as it benefits the six hundred-odd 
members of your association. That is true, generally speaking, is it 
not ¢ 

Mr. Ptancuon. I would say “Yes.” 

Mr. Srety-Brown. But now as your business expanded along with 
everybody else’s, you were confronted with the problems of over- 
production, which people may or may not agree that that is the cause, 
and at that stage the big feed companies moved in; is that about it? 

Mr. Prancuon. That is correct. 

Mr. Srery-Brown. And when the big feed companies move in, 

since they are not necessarily concerned with the price of the poultry 
but in mov ing their feed they will make money either one way or the 
other but they don’t have to make it both ways; is that right ? 

Mr. Ptancuon. That is right. 

Mr. Srety-Brown. Generally speaking? 

Mr. PLrancnon. Generally speaking, yes. 

Mr. Srety-Brown. And as a result what started out as a penny 
bird can become a three-quarter cent bird and go down to a half a cent 
bird ? 
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Mr. Piancuon. It has reached that point now, half a cent, sir. 

Mr. Srety-Brown. And the feed is being pushed all the time. Do 
you feel in a way that it is very possible that the integrators or those 
who are following that program keep encouraging overproduction in 
order to make sure that they are increasing the sale of feed all the time 
regardless of what the price may be for the bird ? 

Mr. Prancuon. It appears from my observation that this poultry 
feed is relatively a cheap commodity from the amount of money they 
seem to be dumping into this broiler business in these areas. 

Mr. Sreety-Brown. Generally speaking, would you say that if the 
independent is finally squeezed out of the program and the entire pro- 
duction of poultry meat is controlled by the integrators, that suddenly 
we may find ourselves in the dangerous position where a very few 
people are actually going to determine the price of poultry meat in 
this country ? 

Mr. Piancnon. Absolutely, and there is nothing to stop a few peo- 
ple from saying that poultry will sell at such and such a price. 

Mr. Sze.y-Brown. So that you eventually may end up with the con- 
sumer who, at the moment may be enjoying the benefit of cheap poul- 
try, that cheap poultry for the consumer could suddenly become very 
expensive poultry if it was the decision of the relatively few number 
of people that such be the case ? 

Mr. Piancuon. That is correct. 

Mr. Srety-Brown. Because you cannot turn your chickens on and 
off the way you can add another shift at the factory if the situation 
seems to require it? 

Mr. Piancuon, The poultry people are subsidizing the consumer at 
the present time with low-priced poultry, but this trend that appears 
to be running wildfire, it will not be too long before Mrs. Housewife 
will pay back this little subsidy along with some profit. 

Mr. Sreity-Brown. What would happen if the independent pro- 
ducer who was a member of your co-op decided that since you can’t lick 
them, the best thing to do is to join them, and start an integrated pro- 
gram himself. 

Would that be possible or feasible ? 

Mr. Prancnon. Where are you going to get the money to do this? 

Mr. Srety-Brown. Provided sources of credit could be found. In 
other words, my question is: Is maybe integration the only answer for 
the independent if he can form a co-op and go out and integrate the 
way everybody else has? 

Mr. PLancuon. It might be. 

Mr. Srety-Brown. That is all. 

Mr. Brown. Mr. Planchon, just 2 or 3 more here to summarize. 

We have heard we have either been plagued or blessed with many 
different kinds of food surpluses for many years in the United States. 
In this instance there is a surplus of broiler meat in the United States. 

Who caused this surplus, the businesses that have grown them on 
a sharecropping basis or the independent farmer-producer ? 

Mr. Piancuon. I believe the answer is obvious. 

Inasmuch as the independents are going out, they certainly cannot 
be overproducing. 

Mr. Brown. So in this instance here is a food surplus that was 
caused by business; is that right ? 

Mr. Pirancuon. I would say yes. 
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Mr. McCurzocu. Could I interrupt right there so that the record 
may show some history? We had a substantial poultry meat surplus 
in what—1952 and maybe in 1949, also, did we? In other words we 
have had a substantial poultry meat surplus other than this last year 
within the last 10 or 15 years on 2 or 3 occasions; haven’t we? 

Mr. PLrancuon. Yes; we have. 

Mr. McCutxocu. Wasn’t that surplus of poultry meat before this 
trend had gone so far that it might have been the major factor in the 
last surplus ? 

Mr. Prancuon. Yes, certainly. 

Mr. McCutxocu. In other words, there are other causes and have 
been other causes in bringing about farm surpluses other than this; 
have there not? ; 

Mr. PLancuon. I may not have your question. 

Mr. McCuttocn. I mean there are other causes of farm surpluses, 
including poultry meat, than this integration which you speak about 
here which apparently had at least some part in bringing about the 
surplus which we now have in the poultry meat? 

Mr. Prancuon. That may be true, but these surpluses, when the 
independents were raising—we are talking about poultry—were rais- 
ing this poultry when you had a market that was at cost or below, the 
independents soon knew what to do, They would go to Florida if 
need be for the winter. 

Mr. McCuttocu. In other words, the old law of supply and demand ? 

Mr. Prancuon. That is right. 

Mr. McCutiocn. Then worked ? 

Mr. Prancuon. That is right. 

Mr. McCutxocn. And it is your studied conclusion that the law 
of supply and demand is not gong to work under present conditions 
with this vertical integration ? 

Mr. Piancuon. The matter of record publications that are public 
would show that there is no sincere effort to curtail the amount of 
broilers that hit the market every week. 

Mr. McCutiocn. So again repeating the question, it is your opinion 
that the old law of supply and demand is not now operating effectively 
by reason of the things which you have stated ? 

Mr. Prancuon. That is correct. 

Mr. McCutiocn. And as the price per bird, the guaranteed price 
per bird or insured price per bird goes down lower and lower, you 
think these feed companies, the makers, or retailers are not going to 
be ultimately affected by that law of supply and demand ? 

Mr. PLtancuon. They do not seem to have any feeling. 

Mr. McCuttocu. Ultimately we come to the point of diminishing 
return and nobody makes anything; do we not? . 

Mr. Piancuon. It sounds right, but until now we just have not 
found the point as to where they will say “uncle.” 

Mr. Brown. Having established that the law of supply and demand 
seems to be out of kilter at the moment in the poultry industry, let’s 
hear it again. 

You feel, do you not, that the free-enterprise way of producing 
broiler meat, turkey meat, and eggs is the independent grower grow- 
ing the birds, the feed companies selling feed, the hatcheries selling 
chicks, and the processors processing birds? Is that what you testi- 
fied earlier ? 
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Mr. Puancuon. Yes; let them all make an honest profit. 

Mr. Brown. Did you not state earlier, too, and I don’t want to put 
words in your mouth but I would like to see whether you would call it 
this or not, one letter from an individual to the committee classified 
this current practice of major companies putting up all the capital re- 
quirements, supervising the management of operations, and guarantee- 
ing the grower so much per bird or so many cents per week as a welfare 
state by private industry. 

Would you agree or disagree ? 

Mr. Piancuon. I certainly would agree. I don’t know how else 
you can classify it. 

Mr. Brown. So, in other words, in this particular business opera- 
tion, things are all switched about. Surpluses are not caused by 
farmers and the welfare state has not been caused by the Government; 
is that correct ? 

Mr. Piancuon. Yes. 

Mr. Brown. Mr. Planchon, a couple of other questions handed me 
by counsel that seem to be important for the record at this time. 

Is the New England area a deficit poultry area or a surplus poultry 
area, according to birds produced in the area? 

Mr. Piancuon. A deficit poultry area I would think, yes, a deficit 
poultry area. 

Mr. Brown. Production in the New England area has not yet ap- 
proached consumption ? 

Mr. Pirancuon. No. 

Mr. Brown. Do you feel that these practices that you have men- 
tioned on the part of major feed companies, certain processors, and so 
forth, have been a matter of seeking increased volume or trying to hold 
on to their volume in view of the improvement in feed, increased efli- 
ciency, and so forth, which takes less feed today to produce a broiler 
than it did years ago ? 

Mr. Puancuon. I think they plan to expand, “they”—I mean the 
major people involved in the broiler business. 

Mr. Saha I quote at this point in the record for your comment a 


letter from Mr. W. P. Scott, of the National Remedy Products Co., of 
Springfield, Mo., in which he states in part “Most of those caught in 
the web of this trend”—and the chairman adds that he has described 
the trend toward integration in a previous paragraph— 


detest it. Even the large companies who now inadvertently control the entire 
mechanism of production, they gradually increase financing in order to maintain 
their own volume. They have put too much money into it and they know it. 
Yet if they stop, some other company takes over the facilities they have cornered 
and their sales volume is seriously reduced. Speeches have been delivered on the 
idiocy of the practices involved, rules have been passed from time to time by 
various large feed companies, but in the end they bow to the inevitable and re- 
sume the same practices because they have no choice. 


Would you agree or disagree ? 

Mr. Puancuon. I would agree with that statement; yes. 

Mr. Brown. Any further questions? 

Thank you very much for coming before the committee and helping 
us in this study. 

Is Governor Tootell of the Farm Credit Administration here? 

Mr. Tooretn. Yes, sir. 

Mr. Brown. Governor, would you come forward, please. 
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The committee thanks you very much for coming before us to give 
us the benefit of some firsthand knowledge as to the problems of the 
poultry industry, and may I state before you start that in numerous 
letters received by the committee and in a few instances in the testi- 
mony that we have heard so far in the hearings, it has been alleged 
that various credit agencies of the United States Government have 
contributed to an overproduction of poultry in the United States 
by loaning money in certain fields. 

We are asking for the answers. We thank you for coming before 
us. 


STATEMENT OF R. B. TOOTELL, GOVERNOR, FARM CREDIT ADMIN- 
ISTRATION, ACCOMPANIED BY THOMAS A. MAXWELL, JR., DIREC- 
TOR, LAND BANK SERVICE; HAROLD A. MILES, DIRECTOR, SHORT 
TERM CREDIT SERVICE; AND ROBERT C. MAHONE, DIRECTOR, 
COOPERATIVE BANK SERVICE 


Mr. Tooreit. Mr. Chairman, I havea prepared statement here which 
I would like to read, and then to submit to questions if that is satis- 
factory with your committee. 

Mr. Brown. Thank you, sir. 

Mr. Tooretx. Since receiving your invitation to appear before the 
committee and discuss the Farm Credit Administration and its part 
in today’s poultry industry, we have asked the banks and associations 
under our supervision to send us the information you asked for as to 
credit extended to the poultry industry during recent years. Some 
of the information is now at hand and we will offer it in a few mo- 
ments. The rest of the requested information which we are in a posi- 
tion to get will be submitted as soon as it can be collected. 

To start with, though, I would like to explain the nature of the 
lending institutions under the supervision of the Farm Credit Admin- 
istration, which comprise the cooperative farm credit system, and how 
they extend credit. 

All of these institutions were established or organized pursuant to 
acts of Congress and all of them, except the national farm loan asso- 
ciations, were started with Government capital. 

The 12 Federal land banks, established in 1917, make long-term land 
mortgage loans to farmers. Each borrower is required to become a 
member of a local national farm loan association, of which there are 
nearly 1,100, and to purchase stock in the association in an amount 
equal to 5 percent of his loan. 

The association in turn purchases a like amount of stock in the Fed- 
eral land bank of the district. By this process, all of the Government 
capital in the land banks was retired by 1947 and the banks have since 
been owned by the local associations of borrowers. Most of the funds 
for making loans are obtained by the sale of their bonds to the invest- 
ing public. These bonds are in no sense obligations of the Federal 
Government. 

The production credit associations were first authorized in 1933. 
These associations make short- and intermediate-term loans to farmers 
who are required to become members of and own stock in the asso- 
ciation. The Government has now some capital in only 41 of these 
associations, and the other 456 are completely member owned. Lend- 
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ing funds are obtained primarily by discounting the loans already 
made with the Federal intermediate credit bank of the district. 

The 12 Federal intermediate credit banks were established in 1923 
and these banks discount loans for other financing institutions as well 
as for the production credit associations. Until the beginning of this 
year, the credit banks were completely Government owned. However, 
under a plan put into effect with the Farm Credit Act of 1956, the 
production credit associations have already acquired some of the 
capital stock of the intermediate credit banks and the Government 
capital in these banks will eventually be retired completely. 

unds for the discount and lending operations of the intermediate 
credit banks, aside from their capital funds, are obtained through 
the sale of debentures to the investing public. These debentures are 
the joint obligation of the 12 credit banks and are not an obligation of 
the Government. 

The 13 banks for cooperatives—one central bank and 12 district 
banks—were established in 1933 and make loans to cooperative asso- 
ciations of farmers engaged in processing and marketing farm prod- 
ucts, purchasing farm supplies, and furnishing farm business services. 

From the beginning, a borrower from a bank for cooperatives was 
required to hold some stock in the bank. Further, under the Farm 
Credit Act of 1955, the Government capital in the banks for coopera- 
tives will be gradually retired as the borrowing cooperatives will ac- 


quire more and more of the stock of the banks. The banks for coopera- 
tives also obtain lending funds through the sale of their consolidated 
debentures to the investing public. Again these debentures are not 
an obligation of the Government. 


This is rather a limited outline which I have just given you of the 
nature of the cooperative farm credit system, but I thought it would 
be worth while before going into the details of the loans made by 
this system to the poultry industry in recent years. 

It should be kept in mind, though, that the loans are not made by 
the Government or by the Farm Credit Administration and that each 
of the banks and associations is under the management of its own 
officers and board of directors as authorized by the Congress. 

With me here are three men from the Farm Credit Administration 
who have important responsibilities for supervision of the banks and 
associations of the cooperative credit system: Thomas A. Maxwell, Jr., 
Director, Land Bank Service; Harold A. Miles, Director, Short-Term 
oe Service; and Robert C. Mahone, Director, Cooperative Bank 

ervice. 

Each has worked on the information collected for you, and will be 
available for further explanation if desired. The order in which I 
thought we would present this information is, first, Federal land bank 
loans; second, production credit association and other loans redis- 
counted with the Federal intermediate credit banks; and third, loans 
by the banks for cooperatives. 

A. Federal land bank loans: Most of the loans for poultry produc- 
tion made by the Federal land banks have been for the construction 
of poultry houses. Based on estimates obtained from the Federal 
land banks, during the 3-year period 1954-56, the land banks financed 
the construction of 658 broiler units with advances of $2,074,000 and 
1,309 laying-hen units with advances of $4,295,000. ; 
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This represents a total of 1,967 poultry houses constructed with ad- 
vances totaling $6,369,000 from the Federal land banks. The land 
banks also estimated that the loans for poultry-house construction 
were 84 percent of the total amount of all loans for poultry production. 

Therefore, our best estimate is that the land banks provided a total 
of approximately $7,600,000 of financing to all segments of the poultry 
industry in the United States during the period 1954-56. 

During this same 3-year period the 12 Federal land banks made a 
total of 170,828 loans aggregating $1,316,122,000 to the farmers of 
this country. Although the poultry income accounts for approxi- 
mately 10 percent of the gross cash income of all farmers in the United 
States, loans by the Federal land banks for poultry production ac- 
counted for less than 1 percent of the money they loaned farmers dur- 
ing the period. 

B. Production credit association and other loans rediscounted with 
the Federal intermediate credit banks: Recently we obtained from the 
12 Federal intermediate credit banks a report on the number of broiler 
and laying houses financed in the 3-year period 1954-56 through ad- 
vances made by production credit associations and other financing 
institutions rediscounting with the credit banks, as well as the total 
amount of money involved in such advances. The reports are sum- 
marized as follows: 





| 
Number of Total 
units amount 
a nactiaieibbeaaee si cnn EEEET inane 
I I a i icicicaceaiep sc ulaleate deed abate ti ta re ae Seis eee eel 534 $1, 342, 025 
Laying houses- ---.----.- Sen cae sesrencqeqcesenedssdseccseamennatasnewebetanes 1, 000 | 2, 382, 258 
TO ccdsctinddiindaddanduditidachndedopiiaivahidad nies comsmmametilidens. 1, 534 3, 724, 233 








During this 3-year period the Federal intermediate credit banks 
extended credit to rediscounting and borrowing institutions in the 
total amount of $5,925,623,000. 

We have asked the credit banks for additional information regard- 
ing the financing of poultry producers by institutions rediscounting 
with them. If desired by the committee, we will supply such informa- 
tion as soon as it is available. 

C. Loans by the banks for cooperatives: The number and amount 
of loans made by the 13 banks for cooperatives to poultry cooperatives 
outstanding on March 31 of each of the past 3 years were as follows: 











Date Number Amount 
Mi Ott crgtel iy Seyi ee a See egy J) 41 | $13,829,023 
Mar. 31, 1956... ___ Rendhecsa th Met ae 45\ 9, 815,439 


BER Thy SOR askictomttnsinan 50 | —-8, 616, 587 
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The number and amount of loans made to poultry cooperatives and 
the percentage of such loans to the total loans of all types made during 
the fiscal years ended June 30, 1956, 1955, and 1954, were as follows: 


Fiseal year ended June 30— 


1955 | 1954 
| be — 
Loans made to poultry rhdeslatetiahdl } . | 
| 
| 


42 | 39 
$10, 967,566 | $8, 214, 201 


(A ge gE ew adh a A gS ag ENE E 35 
Amount | $12, 411, 954 | 


Total loans made (all type 
1, 633 | 1, 428 1,377 
Amount | $567, 220, 422 | $500, 034, 236 $491, 173, 531 
Percent of loans made to poultry cooperativ es to total loans | 
made: 
Number 
Amount 





The major portion of the loans to poultry cooperatives as indicated 
above were made to finance the processing and marketing of poultry 
and eggs. 

The banks for cooperatives also make loans to other local and 
regional cooperatives whose major activities include the manufacture 
and distribution of feed, some of which is sold to farmers who raise 
poultry as weil as other livestock. 

In addition to selling feed to their members for poultry, cattle, 
and other livestock, most of these associations also deal in fertilizer, 
seed, and general farm supplies. The banks have no way of deter- 
mining the amount of the loans made to these organizations that 
might be traced to the production of broilers, turkeys, and eggs since 
the operations of the associations are so widely dive ersified, 

Mr. Chairman, I indicated earlier that our three service directors 
are with me. I wish they might come up here to the table with me 
and be available to answer questions that you might care to ask. 

Mr. Brown. Yes, indeed. 

Governor, in order that we might have a standard for comparison 
do you have any figures with you that might indicate the total amount 
of loans made to the poultry cooperatives in a year such as 1947 or for 
years prior to 1954, 1955, and 1956? 

Mr. Tooretn, I would ask Mr. Mahone, the director of our Coop- 
erative Bank Service, to answer that question. 

Mr. Manon. We do not have it. We could get that for you for 
1947. 

Mr. Brown. Without objection the committee would like to have 
that figure inserted in the record. 

Mr. Manone. You want the 1 year, 1947 ? 

Mr. Brown. Any 1 year or 2 or 3-year period, whatever would give 
us a basis for comparison. 

Is it your memory that those years will show less or more loans to 
poultry cooperatives ? 

Mr. Manong. I believe it would show less. That is my recollection. 





PROBLEMS IN THE POULTRY INDUSTRY 


(The informatiow is as follows :) 


Loans by the banks for cooperatives 


Fiscal year ended June— 


| | 
1953 1952 1951 


Loans made to poultry cooperatives: | | 
Number... ; ; ‘ 26 35 30 
Amount... ---------| $8,981,466 | $14,756,367 | $10, 218, 424 
Total loans made (all types): 
Number - - ‘ ; | 1, 385 1,417 | 1, 607 
Amount. - | $505, 562, 554 | $536, 879,618 | $509, 553, 818 
Percent of loans made to poultry cooperatives to total loans | | 
made: 
Number... 
Amount... 


Mr. Brown. Governor, I have before me here a letter from one 
Mr. Roy M. Durr, director of the American Poultry & Hatchery Fed- 
eration in Georgia, for the State of Georgia, in which he states on 
page 2: 

Government loans to cooperatives for expansion during 1956 were ill-advised 
because everybody knew broiler placements were under forced draft and needed 
no more credit fuel. In one broiler-producing county in Georgia, Cherokee 
County, a total of $18 million in Government loans was recorded to coopera- 
tives during this time, most of which went into expanding broiler facilities. 

Would you care to comment on Mr. Durr’s statement ? 

Mr. Toorety. I would say that a relatively small part of that $13 
million was from funds that came from farm credit institutions. 

I would have no way of knowing just how much there might have 
been, but it was not any substantial part of that I am sure. 

Mr. McCuttocn. Mr. Chairman, I would like to know if there is 
any information on whether or not there have been defaults on those 
loans, if that can be furnished at a later date, and I would like to 
supplement that question by inquiring whether or not your organi- 
zations are authorized to accept or reject loans with respect to their 
economic effect or only with respect to the possibility of their being 
repaid. 

Mr. Tooreit. I would say that the Se al consideration that is 
given by the farm credit institutions that lend the money is the re- 
payment ability of those that are borrowing the funds. 

Mr. McCutxocn. And generally, if I might interrupt, you are not 
an instrument to formulate and to execute economic policy or eco- 
nomic theory in the country ? 

Mr. Tooretu. No, we are vot, and I w ould cite again the fact that 
the Farm Credit Administration, which is a Federal agency, loans 
no money. We simply are a supervisory agency and we supervise the 
farm credit institutions in each of the 12 farm credit districts that 
are lending money, and those again are the 3 banks, the land banks 
that make ‘Tong- term mortgage loans to individual farmers; the inter- 
mediate credit banks that discount loans that have already been made 
by production credit associations, and by private credit corporations, 
and then the banks for cooperatives that loan not to individual farmers 


95697 
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but to farmers’ cooperative associations. We in Farm Credit Admin- 
istration are not engaged actually in making loans. 

Mr. McCutiocn. Then might I interrupt again ? 

On the other hand, in your supervisory capacity, you do not seek 
to interfere with economic trends or to create economic policy; is that 
right ? 

Mr. Toorerx. Mr, McCulloch, we have felt that that was not our 
prerogative. 

Mr. McCurroc. And you have felt, [ take it, that that was not 
the intention of the legislation under which you operate ? 

Mr. Toorriu. That is exactly true. We have felt that the farmers 
themselves who elect their own directors to production credit associa- 
tions, for instance, and the directors who in turn hire their secretary- 
manager, are the ones in a better position to determine what loans 
should be made and what loans should not be made, and that it would 
not be proper for us to undertake to influence agricultural policy 
through the extension of credit. 

Mr. Brown. Governor, it has been indicated to the committee that 
1954 was a rather rough year in the poultry industry. 

Mr. Toorety. Yes, sir. 

Mr. Brown. In your supervisory capacity, do you ever read any 
of the publications from the United States Department of Agricul- 
ture as to general agricultural trends? 

Mr. Toorett. Yes, sir; I do myself and my associates certainly do, 
and while none of the three of us here would contend that we are 
specialists in the broiler business or in the poultry business, there are 
certainly in the Farm Credit lending institutions quite a number of 
people who are. 

Mr. Brown. The Department of Agriculture testified before this 
committee that one of the checks, chec kreins, shall we put it, on the 
overexpansion of the industry, were the publications that they issue 
indicating whether the outlook is for more poultry or less poultry. 
Were vou aware of danger signals in 1954, 1955, and 1956? 

Mr. Tooreri. Yes, indeed, and our district lending institutions were. 
That is one of the things that would account for the fact certainly, 
that less than 1 percent of the business of our Federal land banks was 
made un of loans to farmers engaged in the poultry industry. 

Mr. Brown. Was that percentage greater in prior years? 

Mr. Tooreti. I cannot answer that specifically. I would guess that 
there have been vears in which it was higher, although I could not. be 
sure of that. We have never before collected data, I believe, from the 
land banks on that. 

Mr. Brown. What I am trying to get at is when the danger flag was 
run up the flagpole, just what reaction took place in the Farm Credit 
Administration ? 

Obviously from your statement here, the warning flag did not in fact 
result in fewer loans i in 1954 through 1956. It resulted in more dollar 
volume each year in the loans made to poultry cooperatives. 

Mr. Toorrit. That is true of the loans made to poultry cooperatives, 
yes, sir. uit 

Mr. Brown. In fact, there was an increase of about $4 million over 
1954, in 1956? 


_ ii ti te 
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Mr. Toorerx. That is true, but the total of loans made by the banks 
for cooperatives is still a very insignificant amount of the total amount 
of credit extended by the banks for cooperatives, and of course a very 
insignificant amount of the total credit extended to the poultry in- 
dustry. 

This figure that was quoted of $13 million I believe you said in the 
State of Georgia, you quoted earlier from this letter 

Mr. Brown. I was quoting Mr. Durr in which he said there were 
$13 million in Government loans recorded to cooperatives in Cherokee 
County during 1956. 

Mr. Toorert. I would just say that I cannot understand how there 
could be that much because I don’t believe that there was that much 
in loans to all the cooperatives in Georgia by all of the agencies that 
might be Government chartered. 

Mr. Srernan. You show $12 million total loans in 1956? 

Mr. Toorery. That is forthe United States. 

Mr. Surenan. That is for the whole United States? 

Mr. Tooretn. Yes. 

Mr. Surenan. Here is 1 county claiming $13 million, 1 more than 
the total for the whole conntry. 

Obviously they are wrong. 

Mr. Tooreru. I would think so. Of course there are other Govern- 
ment agencies that may have made some loans. 

Mr. Brown. The statement again was “In one broiler-producing 
county in Georgia, Cherokee County, a total of $13 million in Gev- 
ernment loans was recorded to cooperatives during this time, most of 
which went into expanding broiler facilities.” 

Just as a matter of record, would it be too much trouble to check 
and see just what the situation was in Cherokee County, Ga. ? 

Mr. Tooreri. We would be very anxious, as a matter of fact, Con- 
gressman, to check that figure and to give your committee the actual 
information as to credit extended by the cooperative farm credit sys- 
tem in Cherokee County. 

Mr. Brown. Through your contacts, could you establish whether 
this $13 million figure is correct or incorrect? That is what the 
committee wants to know. 

Mr. Toorets. I believe we could, yes, sir. 

Mr. Brown. Without objection, it will be inserted in the record at 
this point. 

(The document is as follows :) 





FarM CREDIT ADMINISTRATION, 
Washington, D. C., May 20, 1957. 
Hon. CHARLES H. Brown, 
Chairman, Subcommittee No. 6, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

Dear Mr. Brown: * * * 

You asked us to obtain information concerning an excerpt which you read 
from a letter received from Roy M. Durr, director of the American Poultry and 
Hatchery Federation of Georgia, stating that in one broiler-producing county in 
Georgia, Cherokee County, a total of $13 million in Government loans was re- 
corded to cooperatives during 1956, most of which went into expanding broiler 
facilities. 

I am happy to furnish your committee with information supplied by the 
Columbia Bank for Cooperatives, which makes loans to cooperatives in Georgia 
and three other States comprising the third farm credit district. The only 
cooperative doing any poultry business operating in Cherokee County in 1956 
and financed by the Columbia Bank was the Cotton Producers Association of 
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Atlanta, Ga. The Columbia Bank made loans to this association in 1956 which 
were secured in part by mortgages recorded in Cherokee County and in other 
counties in Georgia where property covered by the mortgages was located. 

The Columbia Bank reports that only two mortgages from the Cotton Pro- 
ducers Association to the bank were recorded in Cherokee County in 1956 and 
these totaled $8,769,110. However, these mortgages secured loans made for 
the overall operations of the association and not operations only in Cherokee 
County. The loans made to the association in 1956 ranged in amount from a low 
of $5,510,393 to a high of $13,866,369 and were made to finance overall operations 
of the association in the nine Southern and Southwestern States in which it does 
business. Of a total of approximately $72 million of business which the asso- 
ciation did in 1956, only $3 million of this was for the purpose of financing poul- 
try production. Thus poultry production financed by this association in 1956 in 
all 9 States where it operated amounted to only a little more than 4 percent of its 
total volume of business. Although we have no breakdown on the poultry pro- 
duction business which the association did in Cherokee County, it is evident that 
the amount of such business was nowhere near $13 million, since only $3 million 
of poultry production business was done throughout the nine-State area served 
by the association. This association also processes and markets some poultry, but 
we understand that this is also a minor part of the total volume of business done 
by the association. 

During the hearing, Congressman McCulloch asked for information as to 
whether there had been defaults on loans for poultry production made by the 
farm credit banks and associations. Our records indicate that there is no 
larger percentage of these loans in default than in all loans, which is quite small. 
It should be pointed out, however, that loans for poultry production to individual 
farmers by the land banks and the production credit associations are made only 
to established farmers on a sound basis after careful study of the operations 
of each farmer. Likewise, the banks for cooperatives make loans only to co- 
operatives which have a history of successful operation and a sound basis for 
credit. Loans are not made to what might be termed “fly-by-night” operators. 

We trust that this information will prove helpful to the study which your 
committee is undertaking. 

Very truly yours, 
R. B, Tooret., Governor. 


Loans by the banks for cooperatives 





3 
$14, 756, 367 


Total loans ads (all types): 
a Sia kee TERins se anit aubyetg bee bedaaeuaie ewes 1, 385 1,417 
$586, 879, 618 


Percent of | loans made to poultry cooperatives to total loans 
made: 


IN ibaisy Rib bWseedecksebeasssn ude set percent. J 
inet niente nbeb edb eonsbaeeie net 


Mr. Brown. Irrespective of the actual figure, Governor, Mr. Durr’s 
contention that Government loans to cooperatives for expansion during 
1956 were ill advised “because everybody knew broiler placements 
were under forced draft and needed no more credit fuel,” in view of 
the warning flags that were sent up by the Department of "Agriculture, 
do you feel, looking back on it, that, while the effect might have been 
small, there was additional credit fuel stoked on the fire by loans to 
cooperatives? 2 

Mr. Tooreti. Mr. Chairman, a lender is in this position: He has 
certain clients who have been with him for many years, and when 
they get in a bit of bind due to tightening economic situations, he 
would, I am sure, be more subject to criticism if he ran from them 
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instead of going along with them, and I am quite sure your committee 
will find that practically all of the increase in credit which the farm 
credit banks and associations have extended during this period have 
been a means of helping folks who were cooperatives or that were 
already in this business, and a very high percentage of them are inde- 
pendent cooperatives. 

I was here and heard most of the testimony of Mr. Planchon and 
was interested in his comment, for instance, about the help he had 
gotten from the cooperative bank in Springfield back in 1947 to get 
their co-op underway, and a great deal of the credit extended by 
our bank for co-ops was to these independent or, I mean, these smaller 
co-ops. 

Mr. Mahone tells me that nearly $1114 million of that $13.8 million 
was to cooperatives that are engaged in procesging and marketing 
poultry. 

Mr. Brown. Nearly $1114 million ? 

Mr. Tooter. Of the $13,329,000 outstanding on March 1 of this year. 

Mr. Brown. Would your records indicate whether that additional 
capital requirement was needed for the purpose ‘of growing broilers 
or growing turkeys on a contractual arrangement, or whether it was 
needed for expansion of processing facilities? 

Mr. Tooreti. That is the point that I want to make; that $11,449,000 
of this $13,329,000 was to cooperatives that are engaged in processing 
and marketing rather than in an integrated operation. 

Mr. Brown. You are certain that that $11 million was loaned to 
people who are not in an integrated sharecropping operation ? 

Mr. Toorers.. Iam going to pass that question now to Mr. Mahone. 

Mr. Manone. The $11 million was made to the processing coopera- 
tives, not to individuals. I don’t know whether there is any integra- 
tion in that area or not, but it was primarily in California and Utah, 
the larger loang, in the turkey processing, but I don’t think they are, 
to a great extent. 

Mr. Brown. Have there been any significant increases in the amount 
of money loaned to poultry éo0operatives by geographical sections? 
For instance, are there more loans to the South in the last 8 years 
than there have been in the past, or an abnormal expansion ? 

Mr. Toorety. I would think there has been an increase in the South ; 
yes, overall. I don’t know that the co-op banks increased. 

* Mr. McCurxiocn. Could I interrupt there, Mr. Chairman ? 

Would that increase be a natural result of more efficient and less 
costly operation there? To say it another way, I am led to believe 
that a pound of poultry meat can be produced a bit cheaper in Geor- 
gia—I regret to say that, coming from Ohio—than it can in some of 
the colder Northern States. Therefore, the expansion of the industry 
would normally be where it could be most cheaply and efficiently pro- 
duced, would it not ? 

Mr. Manone. That is what we have understood; yes. We have 
heard the same reports; that it can be produced cheaper there. 

Mr. Srety-Brown. For equal quality ? 

Mr. Manone. Yes. 

Mr. McCutiocn. And that is a trend in other segments of industry 
of this country too, isn’t it; that it is, apparently cheaper to produce 
certain things where the climate is more favorable than it is in other 
parts of the country where the climate is less favorable? 
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Mr. Mauonsg. I think so; yes. 

Mr. Brown. May the Chair point out that in no instance in these 
questions is the Chair trying to say whether these things are right or 
wrong. 

Mr. Tooretu. Surely. 

Mr. Brown. It is the purpose of this study to determine just what 
has happened. You have stated that you do not feel that it is your 
responsibility under the law to adjust any loaning policies to general 
agricultural conditions or to heed any danger flags, necessarily. 

Would it, in your opinion, be wise if the law were changed to make 
it possible for Government loaning agencies to adjust policies in ac- 
cordance with the overall Government designs or wishes # 

Mr. Toorrtn. Mr. Chairman, at this point I would like to draw a 
line of distinction between the Government lending agencies and the 
cooperative credit system. Forty years ago the Congress in its wis- 
dom followed the recommendations of agricultural leaders who, for 
many years, has visualized an agricultural credit system that would 
serve the needs of farmers, enabling farmers to have adequate credit 
at all times and on terms comparable with that which industry and 
commerce were able to obtain, and it was the recommendation of these 
farm leaders and the decision of Congress that that might be accom- 
plished through a cooperative credit system. 

It was cooperative in a number of ways, in the ordinary sense of a 
great number of farmers going together to do this thing jointly which 
they could not do by themselves. 

It was cooperative in another sense, and that is that the Federal 
Government in a sense entered into partnership with these folks, and 
provided the initial capital. But it provided a mechanism also that, 
as these land banks progressed, that capital was to come from the 
farmers themselves who used them and that the Government capital 
was to be retired. 

That objective was almost accomplished by 1925, and then things 
were pretty tough in agriculture, and in the late twenties and early 
thirties it became necessary again for the Federal Government to add 
to the capital of the land banks, and it was not until 1947 that that 
objective of complete user-ownership of the land banks was accom- 
plished. 

That set the pattern for these other cooperative banks. It set the 
pattern for the production credit system that came into being in 1933, 
for which the Federal Government put up the capital of $90 million 
to ¢apitalize these local associations which would give individual 
farmers a mechanism for reaching the discount facilities provided by 
the intermediate credit banks of 1923. The production credit. asso- 
ciations have paid back now all but about a million and three quarters 
of that $90 million. In the mean time they have built up net worth 
of their own in excess of $200 million. 

The Farm Credit Act of 1953, which made the Farm Credit Admin- 
istration again an independent agency, stated rather specifically the 
policy of the Congress with regard to the cooperative farm credit sys- 
tem, and that was that it increase farmers’ participation not only in 
the ownership but also in the management and control. All the way 
through we have emphasized the importance of directors elected by the 
local production credit associations and the local national farm loan 
associations making important decisions as to the loans and the lend- 
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ing policy with regard to loans that would be made to their neighbors. 

That is a very important aspect of this, and then at the next jevel, 
the district boards of directors, who are 7 in number, have a great 
deal to do with determining the policy with respect to loans that would 
be made by the 3 banks in their districts. 

Therefore, Mr. Chairman, we would feel that it would be quite in- 
consistent to enactment of legislation which would make it mandatory 
on the cooperative credit system to use credit policy as an instrument 
of general agricultural policy. 

Mr. Brown. Accordingly do you feel that the lending policies and 
the net result of those policies during the last 3 years have contributed 
abnormally to the problems of the poultry y industry ? 

Mr. Toorety. I do not, sir. 

In the first place, I cited previously that the amount of credit ex- 
tended by the land bank and the production credit associations to in- 
dividual farmers was a small amount, and I would say that the thing 
that has done is to enable the individual to keep his independence—en- 
abled more individuals to keep their independence. 

Mr. Brown. In other words, you feel as if you have helped the free 
enterprise cause in the poultry industry ? 

Mr. Toorrr. I do indeed. Then with respect to loans made by the 
banks for cooperatives, a high percentage of that relatively small 
amount of money loaned them was loaned to farmers’ cooperatives 
that are in the processing and marketing rather than having anything 
to do with the production end of the poultry business. 

Mr. Brown. Just for the record, may I point out right there, though, 
Governor, that under this present setup that we have had outlined to us 
before this committee, until you talk to a processor and find out what 
methods he is pursuing at the moment, it is almost impossible to deter- 
mine who is doing what in this industry, whether a man is selling feed 
or processing birds or growing them; is that not true? 

Mr. Toorein. Yes, I suspect that is true, but I would point out, 
however, that our Joans are ail made to farmers cooperative 
associations. 

That means associations of farmers, groups of farmers who them- 
selves have set up an organization to accomplish these purposes for 
them, and I think that is quite a different thing. 

Mr. SuHeenan. Will the gentleman yield there? 

Mr. Brown. Yes. 

Mr. SuHeenan. Mr. Tootell, suppose for the sake of argument—and 
I do realize you have said yourself that your agency does not engage 
in setting agricultural policy, but assume for ‘the sake of argument 
that broiler production was too much in 1955 and 1956 and therefore 
you were going to cut out making loans to these various farmers. 

What do you suppose would happen to you from the various Con- 
gressmen around here? 

Mr. Toorretx. I have a pretty good notion what would happen. 

Mr. Suerwan. That answers the question because actually you would 
not dare cut it out because most of the Congressmen would be on your 
neck to give these gentlemen loans to protect their own constituents. 

Mr. Tooretn. That is right. 

Mr. Surenan. So you could not possibly take on a function like 
that. 
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Secondly, you might be placed in this position: Regardless of the 
competition in an industry and the fact that people are going out of 
business, and there is overproduction, in any industry, there are alw: ays 
the efficient operators who are able to survive in spite of that, so that 
if you did take on a policy of eliminating all loans because you could 
not play favorites, you would then deprive individual businessmen of 
getting into business because by their efficiency they could survive; is 
that not right ? 

Mr. Toorett. We would feel that way about it. 

Mr. Sueenan. That is all. 

Mr. Brown. Just for the record, since this is an objective study, the 
Chair would like to point out that while the complaints from Con- 
gressmen might be great, I could point to one instance where the United 
States Department of Agriculture has, on numerous occasions, reduced 
price-support levels for the sole purpose of reducing production, and 
the complaints have been strong but they have done it anyway. 

Mr. Surenan. I might add this, too, Mr. Brown. We do know 
in our own Small Business Committee—I think objections of the in- 
dividual members of this committee and the reports in the last two 
sessions of the Congress have proved conclusively that certain mem- 
bers of the committee feel that the Government is too tight with 
credit and the Government agencies should be a lot looser. 

Therefore any part of your Department tightening credit would 
certainly run into a lot of objections as I see it. 

Mr. Tooretu. I agree with that and I think an important point 
that I did not make in connection with my differentiating between 
the cooperative credit system and Gevernment credit is to reem- 
phasize the fact that our farm credit banks get their loan funds by 
going into the market and hiring the money at market rates, and 
we have been quite cognizant of that in the last couple of years, too. 

While there are certain Government agencies that ma e loans— 
I mean whose loan funds are funds that Congress scibateaieben1 
would think there might very well be a distinc ‘tion between those two. 

Mr. Brown. Governor, at this point let me say that I get the gen- 
eral impression that this whole thing is a treadmill and no one seems 
to know exactly where it is all going to end because on the one hand 
you find feed companies who are engaging in certain practices that 
they say they don’t want to do but they have to maintain their com- 
petitive position; you find processors engaging in activities of grow- 
ing birds when they don’t want to—they would much rather buy 
them, they say, from independent growers. 

Here with cooperatives and with direct farm loans, Farm Credit 
Administration feels that it has to fulfill its function as the demand 
for loans comes along, and the net result is that we just glut the mar- 
ket with poultry and the price goes down to where the poor, independ- 
ent grower and the small-business man have real trouble. 

Do you have any suggestions for getting this thing in balance and 
keeping it in balance? 

Mr. Toorett. No, sir; frankly I don’t. I feel that it is a very 
complicated thing and earlier I disclaimed being a specialist in this 
field. 

Mr. Brown. I want you to know that your answer in that respect 
does not differ from the specialist. No one seems to have the answer. 
Mr. SueeHan. Mr. Chairman, may I proceed for a minute? 
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Maybe no one has an answer but let us see if perhaps something 
can be worked out. 

As I understand it the feed companies in relating their problems 
make the point that in order to meet competition and in order to 
stay in business, they have to go for this integration in the poultry 
industry, so therefore I am just wondering in your report here 
where you show the total loans made to co-ops during 1956, 1955, and 
1954 running practically a half a billion do ive in each one of those 
years, what “percentage of those are made to the people who are in 
the production and distribution of feed, because you state on page 6: 

The banks for cooperatives also make loans to other local and regional co- 
operatives whose major activities include the manufacture and distribution of 
feed. 

Mr. Tooretnt. Mr. Mahone, will you go ahead. 

Mr. Mauonr. In the general farm supply, that includes the feed, 
the seed and the fertilizer for the 1956 fiscal year, about 10 percent. of 
the total of loans made was for the overall farm supplies which in- 
cluded feed, seed, fertilizer, and other materials. 

Mr. Sueenan. In other words, roughly in 1956 it would be $56 
million ? 

Mr. Manone. That is right, for all of the farm supplies. 

Mr. SuHeenan. What percentage of that $56 million would you then 
guess was going to go into people who were manufacturing or dis- 
tributing feed ? 

Would you hazard a guess? 

Mr. Manone. I would not know what percent. It would be just a 
wild guess and I would not know. It may be high or low. There is no 
way that we have—in other words, we make an operating capital loan 
to an association and we can’t trace the dollars to see which dollar went 
into feed for broilers or turkeys or eggs. 

In other words, it goes into the general fund and we just have no 
way of tracing it. 

Mr. Sueenan. The point I am trying to get at, Mr. Chairman, and 
it may not be worth anything—but it seems to me that with the tremen- 
dous growth of cooperatives in the farm industry; we see it in Cali- 
fornia where the cooperative movement for the processing of fruit has 
practically pushed all private people out of business; and I under- 
stand too that the cooperative movement is private, I am not saying it 
is Government, but it has eliminated the individual or the individual 
corporation—is if on our committee we could possibly find out the 
effect of all this money to the cooperatives, has had on the individual 
corporation or private individual in forcing him to meet this com- 
petition. 

It looks to me as though there is a possibility that these mills and 
integrated units have a ‘problem of meeting the competition which 
they are finding from the cooperatives who, by themselves, have 
integration. 

They are growing, selling, and they are marketing the feed, and the 
only individual part is the grower there. I may be mistaken, but it 
seems to me to be a lead for the committee to follow. 

Mr. Brown. We are studying the poultry industry at this point. 

Governor, would you like to comment on the gentleman’s statement ? 

Mr. Toorrrn. Just offhand it strikes me that the cause and effect 
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relationship runs the other way. I know for a fact that some of the 
large regional cooperatives which have gone into this integration in 
the poultry business in the last year or two say that competition has 
forced them to do that, and it is only in the last year or two that they 
have gone into the broiler business. 

Mr. Sueenan. However, might we then state that placing things in 
their proper time, the cooperative movement as such has forced the 
individuals to take on more aggressive tendencies which in turn forced 
the cooperatives to come one step ahead of them and even go further 
than the individuals went in meeting the cooperatives in the first 

lace ? 

. In other words, the cooperatives are hollering about a process that 
they originally started and brought more or less to perfection, causin 
the individuals to force the integration, and then that in turn Sieeel 
the cooperative to move still further ahead. 

Mr. Toorerz. Of course, sir, the total volume of feed business, if 
we were to put this thing just on a feed-business basis which coopera- 
tives have handled over a period of years is not a large segment at all. 

Mr. SHeenan. In relation to what ? 

Mr. Tooretx. In relation to the total feed business. 

Mr. Sueenan. Yes; but in relation to this poultry business it might 
be a large segment, just taking the poultry business by itself. 

Mr. Brown. How large is it? 

Do you think it is a major segment of the poultry industry ? 

Mr. Tooreitt. You mean 

Mr. Brown. The cooperative. 

Mr. Tooretx. I think that farmer cooperatives that deal in feed 
for poultry and dairy and hogs and other types of livestock are a 
factor, an important factor now in the total feed market; yes. I don’t 
know what percentage of the total feed market they have. That is 
something that could be determined. I don’t believe that for the 
United States as a whole at least that they are a very important factor 
in the poultry business. 

Mr. Brown. You do not believe that cooperatives are a very im- 
portant factor in the poultry business in the United States as a whole? 
Mr. Toorett. That is right, sir, in this integrated business now. 

I think they account for only a very, very small part of the inte- 
gration that you find in the poultry business. 

Mr. Brown. Excuse me, Governor. It has now reached the hour 
of 12 noon, the witching hour in Congress. 

One quick question before we go. It has been suggested by counsel 
that the figures that you are going to prepare as a basis of compari- 
son with 1954, 1955, and 1956 might well be 1951 through 1953, if 
that would not be too much trouble. 

In the meantime we thank you very much, Governor, for helping 
us in this study and we appreciate your excellent statement and the 
facts that you have gathered for us. 

Mr. Tooretxi. We are glad if this will be helpful to you and we 
will be glad to try to get together some further information. 

Mr. Brown. Thank you. We will resume at 2 o’clock, barring any 
unforeseen difficulties. 

(Whereupon, at 12:05 p. m., the committee was recessed to recon- 
vene at 2 p.m. of the same day.) 
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AFTERNOON SESSION 


Mr. Brown. The committee will be in order. 

At this point without objection the Chair would like to include in 
the record a statement submitted by Mr. Wendell B. Barnes, Admin- 
istrator of the Small Business Administration. 

Mr. Barnes was present at the hearings this morning, but could not 
be here this afternoon and has left this statement with the commit- 
tee. He informed the Chair that the Small Business Administration 
would be most happy to answer any questions that any member 
might have. 

(The statement of Mr. Barnes is as follows:) 


REMARKS OF WENDELL B. BARNES, ADMINISTRATOR OF THE SMALL BUSINESS 
ADMINISTRATION 


I am appearing here today at the request of the chairman of this subcommittee 
to present a summary of the loans made to small businesses associated with the 
poultry industry. 

A summary of financial assistance rendered to the poultry industry should in- 
clude all segments of the industry from hatcheries of poultry raising to and 
including processing and sale of feeds, eggs, and poultry. On that basis I have 
included loans made to suppliers in the fields covering both nonmanufacturing 
and manufacturing concerns. These include commercial poultry raisers, poultry 
hatcheries, wholesale poultry dressing and packing concerns; dealers in pre- 
pared feed for poultry and animals, wholesale distributors of poultry and poultry 
products, distributors of farm products for immediate consumption, assemblers 
and gatherers of farm products, and retail egg and poultry dealers. 

Accumulative to April 30, 1957, the Small Business Administration had au- 
thorized 171 loans to concerns in the above classifications. These loans total 
approximately $8,200,000. In the selection of these statistics, there will be 
included loans to the establishments manufacturing a broad range of animal 
feeds, but in practically all cases poultry feed is included in their list of prod- 
ucts. As you are aware, this agency has two lending programs, the business- 
loan program and our disaster-loan program. The statistics which I have pre- 
sented relate to our business loans, 

Section 207 (a) of the Small Business Act of 1953, as amended, authorizes us 
to make “loans to enable small-business concerns to finance plant construction, 
conversion, or expansion, etc.” Section 225 of our act also prohibits the duplica- 
tion of work or activity of any other department or agency of the Federal Gov- 
ernment. Additionally, pursuant to section 204 (d) of our act, the Loan Policy 
Board has adopted a rule requiring an applicant for a loan from this agency to 
show that other applicable Government financing is not available. The Depart- 
ment of Agriculture and related agencies have been given jurisdiction over agri- 
cultural credit. If the Small Business Administration were to get into agricul- 
tural credit it might find itself working at cross-purposes with, and possibly over- 
riding the policies of agencies having specialized knowledge and experience in 
that field. In our opinion, this limits our loan authority to firms engaged in 
business activity and not agricultural enterprises. 

There are problem areas where the line between what is agricultural and what 
is commercial is difficult to define. For example, hatcheries, unless operated as 
part of a farming enterprise, are considered commercial by the agricultural 
agencies. Also, a poultry-raising enterprise, which is not part of a family-type 
farm and which includes the processing and freezing of poultry products, is sim- 
ilarly considered a commercial enterprise. In these and other borderline cases 
we accept a finding by the specialized agricultural agencies, such as Farmers’ 
Home Administration and production credit associations, that an enterprise is 
commercial and thus ineligible for agricultural financing. In such cases, we 
consider them eligible for business loans from this agency. We would not, how- 
ever, consider an enterprise eligible where an agricultural agency has declined 
to grant financial assistance because of the inability of an applicant to satisfy 
credit or other requirements not related to its eligibility as an agricultural 
enterprise. 
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I trust this information may be helpful to your committee. I will be most 
happy to answer any questions or supply any information that the members of 
your committee may desire. 


Loans approved to poultry industries and related trades and services 
(cumulative through Apr. 30, 1957) 


| 
| Number of | Amount 
| loans approved ! 


Commercial poultry raisers and hatcheries__...............-.---.-----.------ | 43 | $1, 399, 000 
Poultry dressing and packing wholesale, and wholesale and retail distribution -| 43 2, 490, 000 
a laa as dn i hai aang aaa area aareee easier 85 4, 278, 000 


171 | 8, 167, 000 


1 Including banks’ share. 


Loans approved to poultry industries and related trades and services 
(cumulative through Apr. 30, 1957) 


{ 
Description of industry Number Gross 
of loans amount ! 





Rgeiery peeinages. «++: -+---- Spit igsc yey - Bia bis <he osg~ cntepeieecmnee ead 7 $639, 000 
Poultry hatcheries___.__. ___ . : 

Poultry dressing and packing, wholesale_._...........-.------------------- 

‘Prepared feed for animals and fowls-__--..__..........--.--------------.---.- 

Wholesale distribution of poultry and poultry products__.--..........---.---- 

Farm products for immediate consumption.--._............--.------ 

Assemblers and gatherers of farm products__..............---.------- 

Retail egg and poultry dealers-__-......._...-- Seas ‘ 


i ot oemenuneaemen 


—_————— ly 


} Includes banks’ share. 





Mr. Brown. At this time the committee would like to hear from 
Mr. Henry C. Smith, of the Farmers Home Administration. 

Mr. Smith, will you come forward, please. Do you have a statement ? 

Mr. Smirn. Yes, sir; I do have a statement which I could read or 
leave with you. 

Mr. Brown. It is very brief. Suppose you go ahead and read it. 


STATEMENT OF HENRY C. SMITH, FARMERS HOME ADMINISTRA- 
TION, DEPARTMENT OF AGRICULTURE 


Mr. Smrrn. Mr. Chairman, the Farmers Home Administration is 
the only agency in the Department of Agriculture authorized to make 
loans directly to farmers for farm operating and real estate purposes, 
The primary purpose of the regular operating and real estate lending 
activities of the Farmers Home Administration is to assist family- 
type farmers to make necessary changes and improvements in their 
farming operations so they may become successfully established in 
the farming business. 

Although this agency has rather broad statutory authority to finance 
poultry producers on family-type farms, this authority is being ad- 
ministered on a very conservative basis. For a number of years the 
Farmers Home Administration has not, as a matter of policy, been 
financing poultry enterprises where the applicant is primarily en- 
gaged in the production of meat birds. 
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On the other hand, when loans are made for other purposes and 
the applicant wishes to produce some broilers, turkeys, or some other 
type of meat birds as an incidental part of his operation, and it is 
needed to round out his farming program, funds may be included in 
the loan for that purpose. 

We have recently reviewed this policy and after careful considera- 
tion have determined that it would not be in the public interest for 
this agency to change its policy in regard to the financing and pro- 
duction of meat birds at the present time. Factors such as other types 
of financing operating extensively in this field, the rapid expansion 
of the meat-bird industry in recent years, and the present supply and 
demand situation were carefully considered in arriving at this decision. 

With respect to the making of loans to commercial poultrymen for 
egg production for either hatchery or table use, the Farmers Home 
Administration has followed the policy that loans may be made to 
those applicants who (1) have a background of successful experience 
with a poultry egg-laying enterprise either as an owner, manager, or 
in some other capacity which would enable them to obtain the required 
experience for success; (2) have or can obtain on their own or with 
the assistance of Farmers Home Administration, sufficient resources 
necessary to carry out a sound poultry enterprise; and (3) are able and 
willing to carry out the improved practices considered by responsible 
poultry specialists to be essential to the poultry enterprise. 

The Farmers Home Administration does not make loans to feed 
and equipment dealers, processors, or commercial hatcherymen. The 
agency has not entered into any arrangement with any such corpora- 
tions or individuals relating to the financing of poultry breeding stocks, 
layers or broilers on the farms of their consumers. The dealings of 
this agency are entirely with the individual farmer who is in need 
of and has applied for assistance from this agency. 

From July 1, 1956, through March 1, 1957, the Farmers Home Ad- 
ministration made only 57 loans for broiler production throughout the 
United States for a total of $145,259. During the same 8-month period 
the Farmers Home Administration made 1,134 loans for egg produc- 
tion in the amount of $3,104,668. 

Mr. Brown. Mr. Smith, ‘in connection with these egg production 
loans in 1956, $3 million in the 8-month period mentioned, was that 
more or less than made in the previous year? 

Mr. Smiru. That is substantially the same volume, Congressman. 

Mr. Brown. Has it been running at that volume annually for many 
years? 

Mr. Smirn. I would not say for many years. I do have the records 
for 3 years. 

Mr. Brown. Would you give us those figures ? 

Mr. Smirn. For the 1955 fiscal year, and that, sir, is for the entire 
fiscal year, it ran approximately $2,880,000. 

Mr. Brown. For a full year? 

Mr. Smiru. For a full year, sir. For the 1956 fiscal year, the loan 
volume ran approximately $3,169,000, 

Mr. Brown. That is 1955 and 1956? 

Mr. Smirn. That is right. 

Mr. Brown. Your records do not go back beyond that ? 
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Mr. Smrrn. I do not have records back of the 1955 fiscal year, sir. 
The last figure I gave you in the prepared statement, of course, is for 
the present fiscal year up until March, July until March. 

r. Brown. The Farmers Home Administration is a part of the 
Department of Agriculture? 

Mr. Smirx. That is right, sir. 

Mr. Brown. I notice in your policy considerations the three that you 
listed did not include any general purposes that the Department might 
be attempting to accomplish at any given time. In other words, when 
they run up the danger flag about overproduction in a given field, does 
the Farmers Home Administration take that into account in approv- 
ing loans? 

Mr. Surrn. There are no limitations of course in the Federal credit 
statutes on the credit that we administer with respect to restricting the 
financing of any particular agricultural commodity, We have of 
course, because of the supply situation in the poultry industry, looked 
with disfavor upon extensive financing of poultry producers, and of 
course we always look with care at the applications that we approve 
for loans, to make sure there is.a sound basis for the credit we are ex- 
tending. Naturally the collectibility of the loan is related to the price 
of the product being financed, sir, so to that extent we certainly do 
look at the factor you mentioned. 

Mr. Brown. It is my understanding that the Farmers Home Ad- 
ministration does a lot of counseling and advising with farmers as to 
their activities and their general operations as to how they can best 
make a living, is that correct ? 

Mr..Sarru. Only with respect to the farmers that receive loans 
from the agency, that is right, sir. A 

Mr. Brown. That is what I meant; yes, sir. 

Mr. Smirn. Yes, sir. 

Mr. Brown. If you found, for instance, on one day that one division 
of the Department of Agriculture was bemoaning the overproduction 
of poultry meat or of eggs, would that be a factor in counseling with 
people about their operations as to whether they should borrow money 
to expand their poultry units? ; Ls 8 

Mr, Smiru. I think it would certainly be a factor and it is a factor, 
Mr. Chairman, with respect to determining the soundness of the loan 
and the collectibility of the loans that are being made. It certainly 
would be a factor. 

Mr. Sreiy-Brown. May I ask a question right there? , 

Are you being hit over the head yet as a result of the loan policy 
which you have outlined here ? 

In other words, as I write to you I may say it is a good policy 
and some other Congressman may say to you “How come some of my 
boys cannot get money from you fellows?” 

Mr, Smiru. Congressman, we have had objections from some people 
who would like to get financing from this agency in the poultry in- 
dustry. 

Mr. Swery-Brown. As a result of the specific policy which you have 
outlined ? 

Mr. Smirnu. Yes, sir. 

Mr. Brown. You have stated, Mr. Smith, that for a number of 
years you have not as a matter of policy extended financing to people 
primarily engaged in the production of meatbirds? 





is 
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Mr. Smirn. Yes, sir. 

Mr. Brown. Does that include turkeys as well as broilers? 

Mr. Smirn. Yes, sir; it does, 

Mr. Brown. In other words, all Division officers have been notified 
to lay off those loans as much as possible for a number of years; is that 
right? 

Mr. Smirn. That is correct. 

Mr. Chairman, that has to do of course with the financing of com- 
mercial oper ators in the meatbird field, broilers and turkeys. 

Mr. Brown. Without belaboring the point, what is a commercial 
operator and what is just a little old independent operator ? 

Mr. Smirn. I will try to answer that on this basis: If we have an 
application from a farmer that is carrying on a more or less diversified 
farm program, and in connection with that he desires to operate as an 
enterprise in that farm operation, a small turkey enterprise or a small 
broiler enterprise, we have done a limited and are still doing a limited 
amount of that type of financing, but only where it is an incidental part 
to his regular farming operation. 

Mr. Brown. Ac cording to this statement, the money loaned by the 
Farmers Home Administration for the production of broiler meat 
in 1956 as compared to 1955 was of such a minor increase that it could 
not have been a big factor in the overproduction of broiler meat in 
1956; is that your opinion ? 

Mr. Smiru. That is correct, sir. 

Mr. Brown. The loans that were made were primarily to family 
units instead of commercial units? 

Mr. Samira. That is right, sir. 

Mr. Brown. I believe that is all I have. 

Mr. Srety-Brown. Could I ask just a few questions ? 

Mr. Brown. Yes, indeed. 

Mr. Sreety-Brown. in the first place I think the record should in- 
dicate that I have had certainly very plaesant and helpful contacts 
with the Farmers Home Administration in my area. Your regional 
director, Mr. Kinney, and all those who are associated with him, have 
gone out of their way to try to be properly helpful in the solution of 
the many farm problems that are being brought to their attention. 

Mr. Suirn. Lappreciate your comment, Congressman Seely-Brown. 

Mr. Srety-Brown. You have kept me fully advised as to the prob- 
lems you face in the poultry industry, and I am grateful for that. 

You are asa part of the Department of Agr culture definitely in the 
policy level category. In other words, your ‘loaning policy can in fact 
determine farm policy? 

Mr. Smirn. That is correct, sir. Of course our loaning policies are 
in a way the general policies as established by the Congress in the 
statutes that are passed. 

Mr. Srery-Brown. That is right. 

Mr. Surre. GE course there are gone particular phases of those 
lending policies that are established by administrative regulations by 
the Department of Agriculture. 

Mr. Srety-Brown. ] wanted to refer to one in particular, and 
frankly I cannot give you the answer myself so I cannot belabor you 
because you have not come up with the answer, But ( have got some 
chicken people who are in trouble as all of them are in my area, and 
so in order to try to keep the roof over their heads, until the situation 
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improves, a good many of them are working on a night shift, and they 
might well be working on the night shift at U nited Aircraft or in a 
textile mill or something, but they still run a chicken farm as such. 

Since they are away from their farm for the period of time required 
to work in a mill, even though they have been in the farming all 
their life and expect to continue it and in fact other members of the 
family are helping carry over the limited amount that they have got, 
they will come down for a loan and they will be declined the loan on 
the grounds that they are only part-time farmers. You and I know 
that a fellow who is willing to work at night in order to keep his poul- 
try farm going in the daytime probably w ill pay off his loan a lot better 
than a fellow who just cries in his soup and says “I need Uncle Sam 
to bail me out.” 

Is there any way we could make it possible for a person in that 
category to get some help ? 

Mr. SmiruH. Our loans are aimed first of all at assisting farm families 
who get their principal livelihood from the farm. The individual 
who works in industry an 8-hour shift is essentially an industrial 
worker, and of course is not eligible for our regular farmers’ home 
loans. 

Mr. Srery-Brown. That is what the rules say but I know a lot of 
poultry farmers that have to work 8 hours in a shift in a mill in addi- 
tion to 8 hours on the farm because they are trying to keep the opera- 
tion growing. They hope this problem may resolve itself, and I 
somehow feel that a man who is willing to work 16 hours a day to keep 
it going might be a better Government ‘risk with your money and mine 
than the fellow who only feels he should get it back in 8 hours. 

Mr. Smiru. Congressman, there is some latitude for administrative 
discretion in the determination of elgibility where the off-farm em- 
ployment is strictly of a temporary nature. We have exercised that in 
connection with our loans in some of the drought areas because farmers 
and ranchers have done just what you have ‘indicated in those areas. 
They have gone off the farm or ranch for a temporary period, in order 
to realize income to keep their families together and their operations 
going along. 

I am confident we would have some latitude in the application of 
that same principle where the producer has gone off the farm, off 
the poultry farm, for a very temporary period. 

Mr. Srety-Brown. That is fair enough. In other words, you have 
not shut the door necessarily ? 

Mr. Smirn. That is right. 

Mr. Seety-Brown. You try to analyze the individual cases / 

Mr. Sairn. That is right. 

Mr. Srety-Brown. In order to determine if that is not the situation ? 

Mr. Smirn. That is right. 

Mr. Seety-Brown. Then one final question. 

I have had a good many letters and several have been referred to 
you. I have had letters from farmers very much disturbed by, they 

say. by this tremendous expansion in the industry which is financed 
by FHA. To them FHA means the Farmers Home Administration. 
Possibly the confusion—we have another agency of the Government 
which loans money with the title FHA—the Federal Housing Ad- 
ministration. That has caused some confusion apparently with those 
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who write me letters and I would guess that you have been catching 
a certain amount of the problems because of that confusion # 

Mr. Smirn. That is right. 

Mr. Srery-Brown. That is actually a factor; isn’t it, in your case? 

Mr. Smiru. Yes. We have been handling a rather large volume of 
correspondence in the last 5 or 6 months, not only from Members of 
Congress but from the public generally which is interested in the prob- 
lem that you have before you here, and a lot of it relates to the ques- 
tion of FHA financing the poultry industry. I believe I have given 
you essentially what our part of the financing has been in the last 3 
fiscal years. It has been very small as you recognize. 

Mr. Brown. In other words, to the charges that have been leveled 
against Farmers Home Administration that you folks are responsible 
for the bad poultry situation, you plead “not guilty”? 

Mr.Smiru. Yes, sir, I do. 

Mr. Brown. Thank you, Mr. Smith. We genuinely appreciate your 
coming here to help us. 

Mr. Sir. Thank you. 

Mr. Brown. Now the committee would like to hear from the other 
FHA in the Federal Government picture, the Federal Housing Ad- 
ministration. 

Mr. Mason, thank you very much for coming over to help us with 
this study. 


STATEMENT OF NORMAN P. MASON, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. Mason. Mr. Chairman, my name is Norman P. Mason, Com- 
missioner, Federal Housing Administration. I am pleased to appear 
before your committee to discuss the Federal Housing Administration’s 
title I property improvement program and its limited use for poultry 
house construction. 

As you know, the Federal Housing Administration does not lend 
money under any of its programs. What it does is to provide insurance 
of private funds. Private lender ‘s make the loans insured under FHA, 
and those who use this FHA insurance pay the operating costs of the 
agency. 

Premium income received under the various programs, together 
with the rather nominal fees collected for processing loan applications, 
provide the income necessary for operating the agency, and for build- 
ing reserves to cover future losses on insured mortgages or loans which 
have gone into default. 

FHA is primarily engaged in insuring mortgages on homes and 
multifamily apartment houses. As a matter of fact, these activities 
have accounted for over 77 percent of the total $44 billion FHA insur- 
ance of loans and mortgages during the life of the agency. 

I would like to add that we have been in existence since 1934. Being 
even more specific, most of these activities are under title II of the 
National Housing Act. 

The title I property improvement program, in which your commit- 
tee is primarily interested today, was one of the original programs 
established under the National Housing Act to provide for FHA in- 
surance primarily on unsecured personal notes or loans which are used 
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for the repair or modernization of dwellings and in a limited number 
of instances for construction of nonresidential buildings intended for 
agricultural purposes. 

In this limited category of nonresidential buildings is included the 
construction of a small number of buildings designed for use as poul- 
try or brooder houses. I want to point out that these poultry house 
loans cover only the structure itself, not the equipment that goes 
into it. 

As you can see from this brief summary of the scope of the FHA, 
the Congress in passing the National Housing Act provided a broad 
basis for making private funds available through FHA insurance pro- 
grams. Under the FHA program those Americans interested in farm 
production are provided access to financing by private lenders if they 
prefer this to other sources of financing. It is in keeping with the 
Administration’s policy that private funds rather than Government 
funds should be used wherever possible. 

I would like to further point out that FHA property improvement 
loans, being made by qualified lending institutions with private funds, 
are granted at the discretion of the lending institutions in accordance 
with FHA regulations. The institutions then submit the notes to 
FHA for insurance without prior approval. Only when a claim is 
filed by a lending institution on an insured note that has gone into 
default, does FHA go into the particulars of the transaction. 

Many lenders elect to finance improvements only to residential prop- 
erties and only a few make loans that may be used for poultry and 
brooder houses. 

I have attached an appendix of charts and tables which show the 
extent of the title I program in FHA and the relatively small signifi- 
cance of poultry and brooder house loans within the program. 

A survey made last March of 1,107 active Title I lending institu- 
tions in 15 States—and I would say we tried to pick States that we 
thought were poultry producers—showed that 971 had made no poul- 
try or brooder house loans in the last 3 years. The remaining 136 
institutions which have made such loans indicated that these loans 
were an extremely small percentage of their title I business. 

I would like to add here that we did this as a result of this same 
correspondence which the Farmers’ Home Administration has been 

etting. 
. Poultry and brooder house loans made by these 1,107 institutions 
were approximately eleven-one-hundredths of 1 percent of all title I 
loans made by these institutions in the last 3 years. 

Stated another way this means that these institutions made 1 poul- 
try house loan for every 900 title I loans granted. The attached ma- 
terial provides a more detailed analysis of these loans in relation to 
the overall title I program. . 

While our experience shows that the insurance of loans on farm 
structures is not significant in the title I volume of operations, I be- 
lieve it may be very important that such insurance of private loans 
be available to fill the needs of all segments of American families. 

This concludes my prepared statement. I will be happy to answer 
any questions you may have. 

Mr. Brown. We have had one complaint that has come to the com- 
mittee other than the general ones which I am sure you have received. 

Mr. Mason. Yes, sir. 
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Mr. Brown. But one specifically states that Sears, Roebuck & Co. 
had developed a complete prefabricated house with all the equipment 
and proposed to sell same with the aid of Government loans. 

Would that come under FHA title I loans? 

Mr. Mason. There is no Government loan in the Federal Housing 
Administration. It would be possible for them to arrange financing 
through a lending institution which would insure these loans with 
FHA. The Sears, Roebuck & Co. does use the title I program in mod- 
ernization work in homes. I don’t know of this program having been 
talked of yet, but it would be possible. 

Mr. Brown. But to repeat the same question propounded to the 
Farmers’ Home Administration to the allegation that the Federal 
Housing Administration has been responsible for all this expansion in 
poultry production, you plead how ? 

Mr. Mason. We plead not guilty, sir, and I think the figures in the 
charts will show you that. 

Mr. Brown. Yes, sir; and we thank you. 

Any questions ? 

Mr. Surenan. Mr. Chairman, with your permission I would like 
to have you consider as part of the record Mr. Mason’s page on the 
appendix because he states conclusions in that particular page. 

Mr. Mason. Surely, I would like to include these charts in the rec- 
ord if the Chair will be happy to do so. 

Mr. Brown. Suppose that we include all of the appendix material 
that is practical in the printing. 

Mr. SuHeenan. Because he has in his appendix here the written 
portion about his analysis of the charts in which he makes certain 
statements that the title I operations are not responsible for this par- 
ticular growth in the poultry industry. 

(The appendix is as follows :) 


APPENDIX 


STATISTICAL ANALYSIS OF TITLE I OPERATIONS RELATIVE TO FARM PROPERTIES 


Title I loans may be grouped into several categories, depending upon the pur- 
pose for which the loan was made and, to a certain extent, upon its terms and 
conditions. The attached title I loan chart indicates the classes of title I loans 
available and the conditions on which such loans are insured under the title I 
program. The class 2 (b) loans would generally include poultry house con- 
struction, although it is possible that some class 1 (a) loans might be used for 
this purpose. 

For statistical purposes we have established certain broad categories of the 
type of properties improved with loans insured until the title I program and of the 
types of improvements made to those properties. The first of the attached tables 
shows the estimated number and net proceeds of the loans insured in each year 
from 1950 through 1956 by type of property improved. As this table indicates, 
86 to 89 percent of these loans during this period were for repairs and improve- 
ments to single-family homes. This is in contrast to the 1.6 to 2.2 percent of 
such loans which were made for the purpose of effecting repairs to farm homes 
or the construction of farm buildings. It is within this approximate 2 percent 
of the total loans made that the loans for brooder and poultry houses would be 
classified. The second table shows the distribution by type of improvement of 
those loans which were insured during 1956 for the purpose of effecting improve- 
ments to or construction of farm homes or buildings. 

The first chart shows the percentage distribution of the title I loans made in 
1956 on the basis of the net proceeds of loans made to improve each of the various 
types of property while the second chart presents a breakdown on the types of 
improvements made on farm homes and buildings which, during that year, repre- 
sented 1.8 percent of the total loans made. As this chart and the second 
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table indicate, 27 percent of the 1.8 percent (or approximately 0.5 percent) of 
all loans were used for nonresidential construction and this proportion would 
cover grain bins, barns, silos, etc. It is apparent from these data that only a 
very small-proportion of FHA title I insured loans could conceivably be for 
brooder and poultry house construction. 

In March of this year a special survey was made covering all lending insti- 
tutions in selected States who are currently making title I loans in order to de- 
termine the extent to which such loans were made to finance poultry houses over 
each of the last 3 years. The summarization of this inquiry and a brief analysis 
of the tabulation are :lso attached hereto. 

The very limited use of title I loans for poultry-house financing is indicated 
by the fact that of the 1,107 active title I lending institutions in the States sur- 
veyed which responded to our questionnaires, 971 indicated that they had made 
no title I poultry-house loans in the past 3 years. For the remaining 136 insti- 
tutions which indicated they had made title I loans on poultry and brooder 
houses, these loans represented an extremely small percentage of the business. 
For the 3 years, 1954 through 1956, these institutions made a total of 1,043 loans 
for such purposes. These 1,107 institutions made nearly 896,000 loans during 
this period. The poultry-house loans reported were only one-tenth of 1 percent 
of all loans made. 

Title I loan chart 





| 





Principal amount 
of loan exclusive of 
financing charges 


Maximum maturity 


Class of loan of note 


Purpose of loan Type of structure 












Class 1 (a) _ - -| Alterations, repairs, All structures ! 3 years 32 days.? 5 










| and improvements 
upon or in connec- 
tion with existing 

| structures which 
substantially pro- 


years 32 days (if ad- 
vance, exclusive of 
financing charges, 
exceeds $600) .2 





tect or improve the j 
basic livability or | 
utility. | 

Same as above.......- 





Class 1 (b)-_- Structure used or to 
be used as dwell- 
ing for 2 or more 
families.! 


Average of $2,500 
per unit not ex- 
ceeding $15,000. 


7 years 32 days.? 


Class 2 (a)__.| Building new struc- Nonresidential and | $3,500_...........- 3 years 32 days.? 5 
| tures. nonfarm struc- | years 32 days (if ad- 
| ture. }/ vance, exclusive of 
| | | financing charges, 

5 | | | _ exceeds $600). 

Class 2 (b).._|...-.do.._..........-..| Nonresidentia]l farm | $3,500. .-._-.. | 7 years 32 days.2 15 


structure, 





oe | years 32 days (if 
| secured by Ist lien).? 
| | | 








! If advance exclusive of financing charges exceeds $600, structure must have been completed and occupied 
at least 90 days before application for the loan. 

2 ‘The added 32-day period is provided in order to permit the maximum of 36, 60, 84, or 180 momthly pay- 
ments, as the case may be (in the event there should be 2 calendar months to the lst payment). 
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Title I loans on farm homes and buildings, by type of improvement, 1956 











Number | Percent | Net pro-| Percent 

ceeds 

Thous. 
i sens gabsennineechintbliioasts 2, 681 14.7 $2, 915 16. 2 
ee pwd wedi ecienae 1, 331 7.3 1, 241 6.9 
i SG ol oct. oid chk chnendindinicnininat wilgmnaNeelehit 72 4.0 684 | 3.8 
Roofing --_.._- a os ae 1, 368 7.5 792 | 4.4 
i tan eh lnis cesigeage niptinieiolo-ere a 2, 899 15.9 2, 105 | 11.7 
oka Tt as dap a auneal alii toate 1, 787 9.8 1, 277 7.1 
ho 3.58. Chis tom baharwedectaiee ts olan eee 1, 404 7.7 540 8.0 
New nonresidential construction.....-.-.--------.-- 4, 997 27.4 7, 700 42.8 
a i eee 1, 039 5.7 738 4.1 
Bhi tet bidbcaedebundiiesd aed thckeudeune 18, 235 100. 0 17, 992 100. 0 




















TITLE I LOANS 
DURING 1956 


TYPE OF PROPERTY IMPROVED BY AMOUNT OF NET PROCEEDS 








PERCENT 





MULTI- COMMERCIAL FARM HOMES 
FAMILY AND AND 
INDUSTRIAL BUILDINGS 


DWELLINGS 


I- FAMILY 
DWELLINGS 








Average 
proceeds 


BASED ON ANNUAL REPORT TABULATIONS 





$1, 





087 
932 
938 
579 
‘ 726 
715 
385 


1, 541 


710 


987 
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FHA TitLe I Loans on Povuttry Houses, 1954-56 


The limited utilization of FHA-insured title I loans for financing the con- 
struction of buildings for poultry or egg production during the period 1954-56 
is indicated by the data in the attached table. This information was obtained 
by the Title I Division of FHA in a March 1957 survey covering 1,888 lenders 
in 15 selected States. 

Replies were received from 1,107 institutions which, investigation revealed, had 
originated a majority of the title I loans made in the 15 States during this period. 
Only about 136 of the responding lenders reported financing any title I loans for 
poultry building purposes. Nearly half of these were Texas institutions. No 
such loans were reported by Connecticut or Rhode Island lenders. (See second 
and seventh columns of the table.) 

Title I poultry-building loans made by the reporting institutions during the 
3-year period totaled 1,048 amounting to an estimated $2,136,000. These repre- 
sented only one-tenth of 1 percent of the total number and four-tenths of 1 per- 
cent of the total amount of all title loans insured in the 15 States during the 
survey period. The largest volumes of poultry building loans were made by 
lenders in Texas (estimated at $1,003,000), Kansas ($420,000), and Tennessee 
($393,000). In most States the amount of these loans represented less than 
one-half of 1 percent of all title I loans. The highest proportions were reported 
by institutions in Kansas (1.4 percent) and Tennessee (nine-tenths of 1 percent). 

The average amount of poultry-building loans for a]jl reporting States was 
$2,048 compared with an overall title I loan average of $618 in the same States. 
Averages ranged from $530 in Vermont and $995 in Massachusetts to $2,500 in 
Maine and $3,500 in New Hampshire. (See eighth column.) In virtually every 
State, these averages substantially exceeded the averages for all types of title 
I loans. 

The claims which had been paid by FHA as a result of default on the poultry- 
building loans covered by the survey totaled $20,082 or just under 1 percent of 
the total amount of these types of loans insured during the 3-year period. This 
is somewhat less than the 1.4-percent claims ratio for all title I loans outstanding 
(throughout the Nation) during this period of generally high prosperity. Lenders 
in only 5 States reported claim payments on poultry-building loans—Fiorida 
($6,838 or 16 percent of total insured), Kansas ($335 or one-tenth of 1 percent 
of total), Tennessee ($4,023 or 1 percent of total), Texas ($7,853 or eight-tenths 
of 1 percent of total), and Washington ($1,033 or 4 percent of total). (See 
10th column. ) 

Loans totaling $77,853 or about 4 percent of the aggregate amount of poultry- 
building loans remaining in force were in default at the time of the survey. 
Over 85 percent of the amount of the defaulted loans was reported by lenders 
in Tennessee ($27,976) and Texas ($38,724). No defaults were reported by 
lenders in Florida, Maine, New Hampshire, Oregon, or Vermont. (See ninth 
column. ) 

Mr. Mason. Mr. Chairman, when we get, as we did this spring, 
these complaints, we have letters that we write to the lenders. We do 
not know what the lenders are lending on unless they have a loss, but 
we write the lenders, and we have been very specific to tell them that 
a poultry-house loan, unless it is made to a qualified person who 
understands the poultry business, is not in our estimation a good 
loan. 

Mr. Brown. In other words, your policy has been in recent years 
at least to discourage poultry houses built by loans guaranteed by 
FHA? 

Mr. Mason. Unless that person is a qualified poultryman and then 
we think he should have this privilege if he wants it, as long as the 
Congress provides it. You see our program is a statutory one pro- 
vided by the Congress. 

Mr. SHeeHan. However, Mr. Mason, I do not know the amount that 
Sears, Roebuck is going to charge for one of these houses, but I pre- 
sume it is some sort of a presto-built affair, so it could not be too 
expensive. 
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Therefore a farmer could apply to his particular lending institution 
for a loan for home improvements over a 36-month period ‘and destroy 
a poultry barn or shed that he already has and put one of these up and 
pay for it in 36 months and get an FHA guaranty on it from his local 
ending institution ; could he not ? 

Mr. Mason. Yes; he could. He does not have to go to any subter- 
fuge to do this. 

Mr. Sueenan. That is right. 

Mr. Mason. A new farm building is financeable under our program 
up to the amount of $3,500. 

Mr. SuHeenan. Of course in that event you would not know nor are 
you interested in knowing what he uses it for as long as the local 
lending institution O. K.’s it? You would take their word for it? 

Mr. Mason. Our control of it is through the local lending institution. 
We do have in FH: A, since our troubles some 3 years ago, financial 
representatives who go to the lenders and check them as to the kind of 
loans they are making. We want to be sure that we don’t have any 
more of the kind of epidemic we had before with suede-shoe operators 
working on private individuals, and these financial representatives 
check into the kind of business that the lender is doing. 

We cannot go to everyone every month or anything of this kind, 
but we do try to cover each one during the year and be sure that these 
people understand the kind of business they should be doing, and if 
we found any one lender making a lot of poultry-house loans, we cer- 
tainly would want to take a very careful look at that lender as to 
whether we should refuse to insure loans for him, which is our 
privilege. 

Mr. Brown. Under the rules and policies of the FHA title I pro- 
vision, Commissioner, would it be possible for a feed company or 
processor or someone engaged in a part of the poultry industry to 
lend money to individual farmer -producer on a title I basis, or can 
anyone qualify as a title I lender? 

Mr. Mason. No; he has to be an approved lender in the first place 
before his loans are subject to approval. 

Mr. Brown. Those are largely banks and regular lending 
institutions ? 

Mr. Mason. That is correct, sir. We have some finance companies, 
the Allied Building Credits, and these large institutions as well as 
local banks, largely national banks. 

Mr. Srety-Brown. Mr. Mason, the record should indicate that such 
loans as you are talking about, recognizing that it is an insurance 
program really under t: ‘tle I, that you have entered into, have been 
in accordance with the law which came out of the Congress? 

Mr. Mason. That is correct. 

Mr. Srety-Brown. In other words, it is not a policy which you 
originated. It is the result of your carrying out the mandate of the 
Congress ? 

Mr. Mason. That is correct, sir. 

Mr. Srety-Brown. I think the record should also indicate as those 
of us know who are involved in getting any kind of housing legisla- 
tion through Congress, that sometimes legislation has to “be made 
broad enough to appeal to as many segments of the Congress as is 
possible in certain areas in order to get the broad program through. 
But would you look, please, on the last page of your testimony ? 
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You did not read it, but the last analysis of FHA title I loans on 
poultry houses, and in the third paragraph you say : 

Title I poultry-building loans made by the reporting institutions during the 
3-year period totaled 1,043 amounting to an estimated $2,136,000. These repre- 
sented only one-tenth of 1 percent of the total number and four-tenths of 1 
percent of the total amount of all title loans insured in the 15 States, 

That makes the figure look very low, and that looks good statisti- 
cally, because you are comparing the amount as I understand it, to 
the poultry with the overall amount that you loan out for any other 
purpose whatsoever ? 

Mr. Mason. That is correct. 

Mr. Seety-Brown. But then I look down and I don’t pick on Texas, 
but I notice here that Texas poultry got $1 million. 

Mr. Mason. $1 million of loans insured. 

Mr. Srety-Brown. I am not saying that kind of a loan should not 
be made, don’t misunderstand me. 

Mr. Mason. Surely, I understand. 

Mr. Srrty-Brown. What I am pointing out is that a million-dollar 
loan to 1 State for that purpose a loan might be quite a significant 
figure even though it is only one-tenth of 1 percent in number or one- 
fortieth of 1 per cent in volume of the total you made. Still it might 
be a very real factor in the possible overproduction of poultry. 

I think statistically you could look at that figure you have given 
either way, Mr. Chairman. 

Mr. Mason. That is why we have included all these figures, so 
that the Congress decides in this matter so far as I am concerned 
what we do. 

Mr. Brown. Commissioner, at that point I think it would be in- 
teresting for the record to show that there has been testimony to 
the effect that a rule-of-thumb method of calculation would reveal 
that it takes about $1 worth of poultry house for each broiler pro- 
duced, and in 1956 Texas produced 99,887,00 broilers, so the $1 million 
loan would be about 1 percent of the total Texas production, that is 
total poultry houses required in the theory for Texas production. 

Mr. Srety-Brown. That makes the figure look good. . 

Mr. Srernan. Which means FHA still pleads - not guilty. 

Mr. Brown. Commissioner, thank you very much. 

If there are no further question we genuinely appreciate your 
help, sir. 

Mr. Mason. Glad to be helpful. 

Mr. Brown. The committee would now like to hear from Mr. J. D. 
Jewell. 

Mr. Jewell, would you raise your right hand, please ? 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Jewett. I do. 

Mr. Brown. Mr. Jewell, on behalf of the committee I want to 
thank you very much for coming all the way from Gainesville, Ga., 
to help out on this study. We genuinely appreciate it, sir. 

Mr. Jewett. [hope I can do some good. 

Mr. Brown. Do you have a statement you would like to read? 
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TESTIMONY OF JESSE D. JEWELL, GAINESVILLE, GA. 


Mr. Jeweti. Mr. Chairman, I don’t have a prepared statement, but 
I can make an oral statement, chiefly as to what exists in Georgia. 

Mr. Brown. We would like to hear it, sir. 

Mr. Jewett. It is kind of like the floods in Texas. It is bad now, 
but there is untold benefits coming up we hope. I see that I was on 
as an integrated poultry producer, and the reason we get into the in- 
tegrated business principally is because we are forced into it. Our 
company has been in the business about 25 years, and in the last 4 
years that you have asked for our records, we have not increased 
volume one bit. 

The only thing that we have done is to integrate, get into more 
different segregations of the industry. We think the industry should 
work out its own problems, and we think the industry can work out 
its own problems if given time. 

In our opinion the overflow of production has been due to a few 
things and one of them could be that million dollars in Texas because 
we realize it is a very thin line between overproduction and under- 
production. 

But we think that the chainstores have done a wonderful job in 
merchandising, and actually they came to our help when we needed 
them the most. 

The cause of this overproduction is I guess a series of things. One 
of them could be this insurance. One of them could be the ambitious 
attitude of dealers. One of them could be the breeders with their pro- 
gram of putting out better baby chicks, and one could be feed manu- 
facturers with their ambitious program of getting ahead. 

All those things could contribute there. You know, we have grown 
like a mushroom without very much regard for sales, and we were 
more interested in growing chickens that we were in selling chickens, 
and consequently of recent years we have got a new association or- 
ganization for merchandising called the National Broiler Council 
which is doing a wonderful job. 

They come forth with a loaliacas operation which is so cut down, 
and cut down nationally. You have to do this from a national stand- 
point because from a local standpoint because of transportation facili- 
ties and things it cannot be a local operation, it just cannot be. 

Consequently our company is realizing this is a buyers’ market, and 
until we get away from this buyers’ market, we are going to suffer low 
prices. 

In our area it has been a great contribution from an economic 
standpoint. With your permission I have got letters from three 
presidents of the bank down there, but just to emphasize what is done 
for the economy of Georgia, “originally the north Georgia poultry 
area was largely financed by the local banks of Gainesville. The. 
method of financing at that time is now considered unsafe but it was 
necessary in the early days to induce the dealer to get into the broiler 
business. 

We believe the original financing of the broiler industry in its early days is the 
reason it is such a growing industry here today. At the present time the banks 
continue to finance the poultry industry one way or the other. 

For instance, our loans on December 31, 1951, were $1,632,000. Today they 


are $3,417,000. In the same period of time our deposits have increased from 
$5,500,000 to $8,200,000. As a result we have been able to better serve the sec- 
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tion. The number of accounts have increased during this period from 4,112 to 
> _oee new corporations, feed mills, laboratories, and so forth have located in 
and around Gainesville solely because of the chicken industry, thereby bringing 
new wealth to our town. 

Throughout the surrounding countries the farms have prospered and the 
growers are living in modern homes. 

The people are able to make a good living in an industry that we consider 
very necessary. The efforts of our officers, directors and personnel will always 
be directed to encourage and keep the broiler industry on a good, safe basis. 

Our particular problems down there have not been relative to what 
they are in Connecticut and other places. 

I guess we are more or less on the positive side of this testimony. 
The farmers or the growers in our area have not suffered too much. 
Maybe if they had suffered, our situation would have been a little 
better, but it has been—the ‘burden has been on the feed dealer and 
the integr: ited operator because we have been more or less a cushion, 
just something in between that takes the shocks. 

Our operation is all contracts, practically 90, 95, maybe 100 percent 
of it is contracts. 

These farmers down there won’t grow chickens unless they know 
they are not going to lose anything, so our company, in or der to con- 
trol production—and we like it that way—in or due to have the regular 
supply of chickens coming in, we let them feed. 

We furnish the baby chicks and the feed. They furnish the house, 
the equipment, and the labor, heat, and we pay them according to 
the number of pounds of chickens they get out of the number of 
pounds of feed they use, and it is a flexible contract and as things get 
a little tough we can sort of twist up the contract and as they get 
better we have to loosen up the contract in order to hold our growers. 

We hold our growers with very little turnover. But at this time 
they are making. I guess $10 a thousand. They grow about 4 bunches 
a year and the average grower is about 4,000 chickens, and he is also 
a farmer in connection with his chicken growing. Lots of them, 
many of them, the womenfolks live in town and work at the different 
factories or dressing plants and places of that nature and they seem to 
get along better now than they ever have before. They have better 
roads, better homes, better schools, and better facilities. 

We try to encourage the growing of milo maize, the growing of 
corn, and of those products that feed is made from. We also have 
rendering facilities down there. You know in this area, right in 
Gainesville we have 8 dressing plants and I guess those 8 dressing 
plants will dress close to a million chickens a week, maybe 1 million to 
2 million chickens a week. We take the offal, the heads, the feet, 
the viscera, and make a meat scrap out of them which is a very desir- 
able meat scrap. We take the feathers and dry the feathers and that 
is a very good source of protein, and that all goes back into the 
chicken feed. 

It is all sold within a radius of 25 miles of Gainesville. We have 8 
or 10 feed mills there, and it is unlimited potential for the farmers in 
growing grain and for this offal from the chickens and also the greases 
there. Up until 1947 we did not have a laboratory in the State. “Today 
we have got eight laboratories in the State for research. Last vear 
they grew about 220 million broilers and those broilers were hatched 
from the eggs right in that area from about 46 million hens. 
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Twenty years ago they had about 300,000 broilers. Our company 
has about 400 growers, and I guess we are about one-thirtieth of the 
industry down there based on the number of baby chicks put out, 
and so in that connection there are about twelve to fifteen thousand 
chicken growers in north Georgia. 

Of course there are hundreds and thousands of related businesses 
such as the veterinarian supply, feeds, dressing plants, rendering 
plants and all that offers employment, and we are on the minimum 
wage which is $1 an hour which is the least anybody can pay, and if 
you even have a cook you have to pay $1 an hour for her and she 
works around there, which has naturally built the economy. 

On the way down 20 cents a pound would have put us all out of 
business, but on the way up it would have been a good profit. That 
is the way we have increased our efficiency down there with better 
breads, better feeds, and better management. We think too that if 
there were more channels of distribution like frozen, precooked, and 
utilizing the necks and the backs and the skins to make chicken 
sticks or chicken turnovers or chicken sausage, and things of that 
nature, that we would have more outlets. 

The TV dinners are doing a big job of using these products. They 
are shipped from Georgia to the entire United States. 

They are even shipping chickens to California. Our company 
sells not only to California but we sell to Puerto Rico and to Honolulu, 
so we are always busy looking for new markets. We are anxious to 
see the market get developed over in England and other parts of the 
country. 

The meat of the chainstores now is about 20 percent of the meat, 
and I think gradually we are going to get more and more of the 
people eating chicken because it is high in protein and low in calories, 
is most economical, and I guess you can grow chickens today with 
less capital investment and quicker than any other meat. 

From what I have told you I guess you can see that I am a very 
enthusiastic chicken man. I have been in about 25 years, and, as I 
say, for the last 4 years the number of chickens grown by our com- 
pany has not increased one bit. 

However, we have increased the capital investments and people that 
work. I will say this has been a very bad year for profits. The 
profits that we have made off of our feed mill and rendering plant 
and dressing plant and pie factory, we have turned around and paid 
to the farmer of that area to grow these chickens, and so we have ended 
up here about 8 or 9 months in this year which started the 1st of 
October with a loss instead of a profit because of holding up the grower 
on our end of the integrated program. 

That is about all I have. 

Mr. Brown. Thank you, Mr. Jewell. We wanted you up here be- 
cause you have been in this business a long time and you know a lot 
about it. 

How did you start in the business, Mr. Jewell ? 

Did you start as a processor ? 

Mr. Jewrii. No. I started as a feed dealer. It was in about 1930 
or 1932 we had a warehouse where we sold fertilizer, handled cotton- 
seed meals and hulls and stored cotton, and my family—I was married 
2 or 3 years and had a child or two and they could not pay me. You 
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know during the years of 1933, 1932, so I told them if they would give 
me one side of the warehouse 

Mr. Surenan. Mr. Brown is too young to know about 1932. 

Mr. Brown. Let the record show that I remember it too well. 

Mr. Jewetx. That we would divide and I would work the feed in 
on one and help them on the other and there would not be any rent 
charged and I just started from there, got out and sold baby chicks, 
commenced selling baby chicks that I bought out of New England. 

Then we put in a hatchery and the integration was just gradually 
added as years went on. I got into the feed end of it and then we got 
into the processing end of it, the freezing end, to the rendering end, 
and to a pie factory, and so it was gr adually built up. 

Mr. Brown. In the early days of the poultry development of 
Georgia and in your case in ps ticular, were the birds grown by what 
has been termed “independent | growers” ¢ 

Mr. Jewry. Yes. They were sold, the baby chicks, on credit, the 
feed on credit, and then it was up to the dealer to find markets and 
then collect. 

Mr. Brown. But the grower ran the risk of making a profit or 
taking a loss? 

Mr. Jewewu. Yes. 

Mr. Brown. Now you say that in Georgia you are producing two- 
hundred-and-twenty-some-odd million birds a year, and you say 90 
or 100 percent of it is grown on what has been termed here as a share- 
cropping basis ? 

Mr. Jewett. No; under contract. Well, contracts we call it. They 
are paid according to their efficiency in management. 

Mr. Brown. Yes. Now when did that start in Georgia? 

Mr. Jeweiu. It was gradual, I guess 3 years ago, or 4. It was just 
gradual, and it got so the farmer would not grow them unless they 
did havea contract. 

Mr. Brown. In 1955 it has been indicated to the committee that that 
was a pretty good year for the broiler industry. 

Wasita good year in Georgia ? 

Mr. Jewrit. Yes. When it is good for the Nation, it is good for 
(Feorgia. 

I think you would find it that way. 

Mr. Brown. Do you recall what the average price was on live birds 
in the year 1955 ? 

Mr. Jewett. I would say around 24 cents, but I am not sure about 
that. 

Mr. Brown. Then the average price dropped in 1956 to around 18 
cents; didn’t it ? 

Mr. Jewry. It even went down to 17 and 16. 

Mr. Brown. In some places we have had testimony that it went 
down to 15 and nae 

Mr. Jewetx. I don’t think we had any that low. 

Mr. Brown. But it went down as low as 16? 

Mr. Jewriu. Yes. 

Mr. Brown. In this contract growing set up in 1955 what was the 
standard deal for the grower among your 400 ? 

Mr. Jewett. Mr. Chairman, ev erybody had a different contract. I 
don’t know, you mean from a figure standpoint ? 
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Mr. Brown. Yes; what did the grower make in 1955? 

Mr. Jeweii. I would just have ‘to send that to you. I just don’t 
know. Our contracts were flexible where we could sort of squeeze in 
or loosen up, and I would just have to get that information and send 
it to you if you wanted me to. 

Mr. Brown. Did the grower make more money in 1955? 

Mr. Jewetu. I will say the grower made 175 to 200 per thousand 
whereas when the market got low it just about dropped 50 percent to 
$100athousand. That would be 100 percent. 

Mr. Brown. So in other words with the flexible contract, while 
you have paid growers and run the risk yourself, still they ran a 
portion of the risk with you in 1956, didn’t they, Mr. Jewell, because 
they made less money, too ? 

Mr. Jewen. Yes. 

Mr. Brown. You say originally that the financing came from the 
banks and then the dealers got into the financing. That was back in 
an early stage I assume ? 

Mr. Jewetu. Yes. 

Mr. Brown. Does that financing include chicks, feed, and medici- 
nals? The total expense of the flock ? 

Mr. Jewett. The banks went so far as most of the baby chicks where 
you had credit established. Let me say this for the record. Where 
we were making money growing chickens in 1954 and 1955, we were 
losing money in 1956 because the market was around 17 or 15 cents. 
It was costing us 1814 and 19 cents to grow these chickens, just for 
the baby chicks and feed alone, so the farmer was coming out on the 
good end of this thing. 

Mr. Brown. In other words, the welfare state from an industrial 
standpoint helped the farmer there in the 1956 year ? 

Mr. Jewett. Yes. If it had been left in the hand of the farmers we 
would not be having this meeting today because if they lose on one 
bunch of chickens, they quit. 

Mr. Brown. That is what it appears to this committee, that the re- 
action in the market was greater under free enterprise than it is under 
this integrated sharecropping setup. 

Mr. Jeweww. It is the feed dealer. He was running a marathon 
race, I think. He was just taking everything he had of his past 
earnings and putting it into staying in the game. 

Mr. Brown. In 1955 when you had a ‘good year, did that apply 
also—was it good for the processor, the hatchery, the feed dealer 
and everybody else involved ? 

Mr. Jewewu. I would think so, yes, sir. 

Mr. Brown, that could be because of people getting into it in such 
a big way. 

Mr. Brown. Then in 1956 when it started off at a lower level, you 
say that you did not increase your production ? 

Mr. Jeweu. No. 

Mr. Brown. But the State of Georgia did increase production by 
approximately forty-some-odd million dollars? 

Mr. Jewett. About 20 or 40 percent, 1 of them. 

Mr. Brown. Twenty percent I believe is the figure ? 

Mr. Jewett. Twenty, yes. 

Mr. Brown. Or a little more. 
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It looked like a good thing and . lot of companies started this inte- 

grated operation; is that right, sir? 

OMe. JEwELL. That in vig yes. 

Mr. Brown. oe happened all over the United States. In 1956 
we got a bad ye Was it bad all along the line for the processor or 
did the processor rf are about the same as usual ¢ 

Mr. Jewein. Well, the processor complained, but he was not hurt- 
ing like the grower or the dealer, I might say. ‘Then it had already 
gotten into the hands of the dealer, and the dealer was the one that 
was hurting. The breeder was doing all right, and up until 2 or 3 
months the hatcher y man was doing all right. 

The grower was doing all right, “the consumer was doing all right, 
the chainstores were doing all. right. It was chiefly—this in Geor- 
gia—it was chiefly the feed dealer that was taking the licking. 

Now it has gotten into the hands of the hate hery_ man and also into 
the hands of possibly the breeders and egg suppliers. 

Mr. Brown. When you speak of the f feed dealer as t: aking a licking, 
was he taking it himself or was his load being shared by his feed man- 
ufacturer ¢ 

Mr. Jewetn. The feed manufacturer. My opinion in most cases it 
was taken by himself. However, I guess he was supported by the feed 
manufacturers to some degree o f credit and ms aybe optimism. 

Mr. Brown. In your particular instance, without asking for specifics 
that might be trade secrets or that you might feel would constitute 
prying, is it a general situation w here, as has been pointed out to this 
committee in correspondence, alleged at least, that feed manufacturers 
often extend a line of credit to processors who in turn grow their own 
birds, the manufacturers themselves; is that customary ¢ 

Mr. Jewetn. The manufacturers extend credit to processors ? 

That would not be a general program, I don’t think in our area, be- 
cause I only know of 1 or 2 processors who actually grow chickens 
and that would have to grow chickens in order to benefit from the 
credit of the feed mills. 

Mr. Brown. You grow chickens. You have 400 growers 4 

Mr. Jewrenn. Yes. 

Mr. Brown. Do you havea line of credit with feed mills? 

Mr. Jewrtn. Yes, sir: I havea line of credit. 

Mr. Brown. Directly with the mills. 

Mr. Jewretn. Yes, sir. We own a feed mill and we lease it to a feed 
manufacturer, and we get our feed on a cost-plus basis, and conse- 
quently we sell the feed manufacturer the offal, the proteins, and 
fats from our rendering plant. 

Mr. Brown. Does that line of credit generally cover feed costs on 
a flock-to-flock basis ? 

Mr. Jrwetu. No; it is ton basis, depending on the cost of ingre- 
dients. 

Mr. Brown. You do have some of your own money involved in 
feeding these birds? 

Mr. Jewett. We have our money involved. You mean in feeding 
the birds? 

Mr. Brown. Yes. 

Mr. Jewriyi. Yes; we have money involved in that. 

Of course; credit, too. 

Mr. Brown. Do you also have a line of credit with hatcheries ? 
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Mr. Jeweiu. No; we have our own hatchery. 

Mr. Brown. You have your own hatchery ¢ 

Mr. Jewett. We don’t sell any baby chicks and we don’t sell any 
feed and we don’t buy any broilers or fr yers. We grow all of it. 

Mr. Brown. Is it a fair question to ask you the capacity of your 
processing ? 

Mr. JeweE Lu. It is 32,000 a day. 

Mr. Brown. 32,000 a day. 

Mr. JEWELL. Yes; chickens. 

Mr. Brown. My mathematics are not good enough to calculate how 
many of those you grow yourself and how many you purchase on the 
open market. 

Mr. JeweLi. We grow them all. Wedon’t purchase any. 

Mr. Brown. You don’t purchase any on the open market ? 

Mr. Jewett. A number of occasions we sell them but don’t pur- 
chase any. 

Mr. Brown. The various sections of your operations—the growing, 
the feeding, the hatchery, the processing—in a bad year does the 
processing plant fare better than the other oper rations ?. 

Mr. Jeweiu. Well, the processing, I guess all of the operations are 
doing all right maybe today except the growing of it. When I say 
“orowing,” that means feed and hatchery, because they have to take 
the load. The processing plant does all right. Sales sometimes get 
behind. We have a sales department that makes it a little tough, 
because of competition and selling against competitive forces. 

Mr. Brown. Of these 400 growers that grow these birds that you 
process, what will they average growing at a time each ? 

Mr. Jewe.u. Four thousand chickens at a time. They are making 
$10 a thousand. That includes labor and money they spend on 


equipment 

Mr. Brown. Ten dollars a thousand ? 

Mr. Jeweiy. Yes. 

Mr. Brown. They will net that for their labor ? 

Mr. Jewrin. Yes, on gross net. 

Mr. Brown. Gross net for their labor? 

Mr. Jewen. Yes. 

In other words, we furnish the baby chicks and feed, and we are 
paying them about $10 a thousand on today’s market based on 18-cent 
chicken market. 

Mr. Brown. Prior to 3 years ago when these growers were growing 
themselves, were they making more than $10 a thousand ? 

Mr. Jewriu. They were making $150 to $200; IT mean a hundred 
dollars a thousand. They were making $100 a thousand and then 
they were making $150 to $200 a thousand chickens, 10 cents apiece. 
That is what they were making, 

Mr. Brown. That is what they were making ? 

Mr. Jewett. Yes. They are making 10 cents apiece now. I have 
got that wrong. They were making a hundred dollars a thousand, 
and back a couple of years ago they were making $150 to $200 a 
thousand. That is general. 

Mr. Brown. Were they happier back when they were making more 
money per bird? 

Mr. Jewett. Much happier. They were twice as happy. 
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Mr. Brown. Were you happy just buying their birds and processing 
them and selling them the feed and so forth ? 

Mr. JeweL.. We don’t buy the birds. 

Mr. Brown. Did you then? 

Mr. Jewett. No. We have not bought any in 3 or 4 years. 

Mr. Brown. We are talking about prior to 3 and 4 years ago when 
this thing was on an independent basis where growers grew birds, feed 
salesmen sold feed, hatcheries sold chicks, and the processors processed 
meat ? 

Mr. Jewetn. I don’t know what their happiness was then. I don’t 
remember. 

Mr. Sre_y-Brown. Are they happy now ? 

Mr. Jewett. Yes. They like it; they like the contract. In fact, if 
they did not like it they would just quit the chicken busmess. ‘They 
would not go back to growing on their own any more. 

Mr. Brown. But they are just half as happy with it as they were 
back when they were independent ? 

Mr. Jewenn. Yes. Back there we had fewer—if you are talking 
about beyond 4 years ago—— 

Mr. Brown. Yes, sir. 

Mr. Jewett. We still had the ups and downs of markets back in 
those days, but sometimes they would make $300 a thousand, sometimes 
they would make $50 a thousand. 

That could happen 3 or 4 or 5 times a year, because we did not 
have so many chickens and there was not such a stable market. 

Mr. Brown. But isn’t that one of the pleasures of being in busi- 
ness for yourself ? 

Mr. Jewein, That is right. 

Mr. Brown. That you can win and you might lose but you always 
think you are going to win? 

Mr. JeweL. Yes. 

Mr. Brown. Do you think there was more free enterprise in this 
business back in those days than there is now with the integrated 
setups, Mr. Jewell ? 

Mr. JeweLu. Well, I consider ourselves a free enterprise. They 
are free as the birds of the air themselves right now because they 
can grow or not grow. 

Mr. Brown. They have a free choice of getting in or getting out? 

Mr. Jewrin. That is right, and our company—lI can’t get out. 
They can, so they are probably freer than I am. 

Mr. Brown. But would you say that back when these growers were 
growing birds on a free enterprise basis and feed dealers were selling 
feed on a free enterprise basis and processors were processing on a 
free enterprise basis there were more people who had free enterprise 
back in those days; were there not? 

Mr. Jeweiu. I guess so. It was not as stable as it is right now. 
It is stable losses right now. 

Mr. Brown. It has stabilized, but it is a stability on the red ink 
side; is that right? 

Mr. JeweLh. Yes, but still it is good for them, you see, sir. 

Mr. Brown. Why is it real good for them; couldn’t they be doing 
something else if they wanted to 4 

Mr. Jewreix. Well, Mr. Chairman, they are doing other things. 
That is what makes it good for them, because they are able now to get 
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jobs in industry, they have got better roads, and they all have got cars 
and they send their d: wughters to school better, and children to school 
better, and they have a regular income and could have more income if 
they wanted it by farming to some degree. 

Mr. Brown. But when they were getting twice as much, they were 
able to send twice as many kids to school and own twice as m: uny auto- 
mobiles, weren’t they ¢ 

Mr. Jewetu. No; because they did not have these other diversifica- 
tions, they did not have hours of labor, that was not available 

Mr. Brown. The chicken industry did not cause that, did it? 

Mr. Jewein. Well, the chicken industry 4 years ago was probably— 
there were half as many chickens grown as today; the average grower 
then probably grew 2,000, and tod: ay he probably grows 4,000. 

Mr. Brown. Weren't they making twice as much growing 2,000, 
4,000 

Mr. Jeweii. They did not make any more then. 

Mr. Brown. They did not make any more then ¢ 

Mr. Jeweii. We don’t think so. 

We think eventually we can get them to growing about 20,000 or 
30,000 on the farms through motivation and increased usage of ma- 
chinery, and things like that. 

Mr. Brown. Do you think those growers can share in that increased 
efficiency of production ? 

Mr. Jeweix. They do. 

Mr. Brown. Well, they have not, because if they were growing 2,000 
and made twice as much as growing 4,000, they have not shared any in 
the efficiency, have they ? 

Mr. Jeweii. Well, Mr. Chairman, we cannot control these markets, 
and we are carrying the loss by ourselves. The market, supply and 
demand, is what governs what they make. 

Mr. Brown. Let us get into that just a minute. 

When they have that, when the market is flooded, and that is appar 
ently the reason it is down, there are too many chickens on the market— 
now, if that is ow and if you tried to hold down your production, 
but somebody else comes along and produces more, do you see any 
chance for a letup in this overproduction in the near future ? 

Mr. Jeweuu. Well, I was talking to a fellow whose name—well, I 
mean, he was a buyer for a chain operation, and he buys meat, beef, 
and pork, along with poultry, and he seems to think that by June this 
market will be up 4 cents a pound, and that pork will be higher and 
beef will be higher, and he has to figure 6 months ahead, and so we are 
all optimistic in this chicken business, you know, and I tell you— 

Mr. Brown. Were you an optimist in 1955, about 1956? 

Mr. Jewew. Well, we are just still optimistic. 

We have, I would say, 50 million families in the United States, 
and if we can get 1 family to eat 1 chicken once a week we could 
double our production today, that would be 214 billion chickens. 

Mr. Brown. I heard a man make a speech about 3 years ago about 
the milk production, and he said that if he could just get enough 
families in the United States to drink one glass of milk once a month 
that that would take care of the surplus. But the trouble with getting 
that is that if you have them drink more, if more of them drink more 
milk, then they produce more milk and the price stays about the 


same. 
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Mr. Jewry. Well, that could happen to the chicken business. 
However, us poor dealers will not be able to take the rap much 
longer- 

Mr. Brown. Do you feel that you could get adequate chickens 
cheaper by the contract operation that you are now, than you could 
by buying outright ? 

Mr, Jewel. ‘Well, you know, I wish I didn’t have to, I wish—if 
I had bought more chickens on the market last year we would be quite 
a bit better off in dollars and cents, and I would have been in the 
black, not in the red. 

Mr. Brown. How would it have worked out in 1955 ? 

Mr. Jewexw. I don’t know just where the thing started. I think it 
was about 18 months ago. Then that would have been 1955? 

Mr. Brown. Yes, sir. 

Mr. JEwELL. Well, we made money growing chickens in 1955. We 
lost money growing chickens in 1956. 

Mr. Brown. How did you fare in 1954 growing chickens? 

Mr. Jewety. Well, I think we made money, in the overall integrated 
business I don’t know just how it was. 

Mr. Brown. You say 90 percent to 100 percent of the chickens that 
are grown are grown through integrated operations in Georgia ? 

Mr. Jewreit. No. No; under contract. 

Mr. Brown. Under contract? 

Mr. Jewexti. Yes I don’t think we would call that an integrated 
business. 

Mr. Brown. No. We get so many definitions. I mean, there are 
so many different forms of integration. But, under contract either 
to feed dealers or to processors or to— 

Mr. Jewry. Well, we consider a feed dealer that is working under 
contract—I guess the feed dealer can buy the baby chicks or he can 
hatch them, and he can buy the feed or manufacture the feed, but 
the feed dealer is the one that sells direct to the grower. I mean, they 
don’t put the chickens out under contract—— 

Mr. Brown. Under that setup, how is the market ever established, 
valid market quotations ¢ 

Mr. JewetL. Supply and demand, I guess. 

Mr. Brown. But—— 

Mr. Jewett. They dictate to us. It is a buyer’s market, and they 
dictate to us when the shoe is on their foot, and they do the kicking, 
and when it is our market we do the kicking. 

Mr. Brown. Has the shoe been more on one foot than the other; 
has it been more on their foot than on yours, lately ? 

Mr. Jewe. It seems like it has been a century. 

You know, like the Secretary—I have a letter from the Revenue 
Commissioner, and he wants to know where you got that money to 
pay your tax with. [Laughter. | 

Mr. Brown. When a low price starts, when you call a buyer and 
he says that the price is down, “We got to buy them cheaper,” and 
that persists for a while, do you cut back on produce tion ? 

Mr. Jewett. No, we don’t. We have been in this business so long 
that we know that if you don’t have your gun loaded when the rabbit 
comes, why, you can’t kill the rabbit, you know. [Laughter. | 

Mr. Brown. Do you stand the economic pressure alone? 
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Mr. Jeweu. No, I cannot hold the tide, you can’t do it by yourself. 
Now, we consider ‘that if you go through a 12-month period, nor- 
mally, with its ups and down, that will take care of each other-— 

Mr. Brown. But they have not been doing that ? 

Mr. Jeweiu. They have not been doing that. We have been facing 
out the storm all the way—but we are still optimistic. 

Mr. Brown. Who helps you to stand the economic pressure— 
no specific names, but what ? 

Mr. Jewe.u. We get all we can from banks, we get all we can from 
the feed mills, and we just shoestring right along as best as we know 
how. You get a lot of ingenuity along that line, you know, when you 
have been in it for 25 years. 

Mr. Brown. Has the riding become a little rough during this tight 
money policy that is prevailing throughout the country, or have you 
noticed it any ¢ 

Mr. Jewett. Well, Mr. Chairman, it has always been tough for 
us, quite. 

Mr. Brown. But you have not noticed any particular differences 
since the Federal Reserve tightened up on credit ! 

Mr. Jewe.i. No, except reading in the papers—well, banks all have 
the limits, and we have alw: ays been able to get the limits. 

There is one advantage in cheap chic kens, I guess you know, you 
don’t have so much money invested in them. | Laughter. | 

Mr. Brown. Would you say that is a dubious distinction ? 

When you run intoa ‘rough ‘market situation do you send the trucks 
out a little further to sell the birds—I means, trying to open new 
markets ? 

Mr. Jeweiu. Well, our telephone bill is generally higher. 

Mr. Brown. You own your own trucks? 

Mr. Jewetu. Yes, sir. 

Mr. Brown. You own them ? 

Mr. Jewewi. Well, we have them under lease. No, we don’t own 
them. 

Mr. Brown. I mean, you do not use common carrier ? 

Mr. Jewewt. Not until we get behind with our delivery, and that is 
not too often. 

Mr. Brown. And you sell in 48 States, roughly ? 

Mr. Jewett. Well, we are not much in the ‘Northwest, Portland and 
Oregon—I mean W ashington—w ell, we are in Salt Lake City; we sell 
practically all the States; yes. 

Mr. Brown. That is, you would not turn down orders ? 

Mr. Jewett. We don't go to Maine, Boston 

Mr. Brown. You would not turn down any orders from the North- 
west ¢ 

Mr. Jewett. No. And we probably sell to the Army, that goes in 
there, we sell a lot tothe Army. We are not in New England. 

Mr. Brown. Do you feel that the situation, the setup that you have 
described for Georgia, is similar in most of the Southern States or all 
the Southern States ? 

Mr. JeweLL. You mean, contracting chickens? I would say that 
contracting chickens is prevalent all over the South. 

Mr. Brown. You have also had many contacts with growers and 
processors, and so forth, from States outside the South. Do you think 
that is growing in other sections, that type of contract ? 
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Mr. Jewett. That same type of deal—but there is a variety of 
contracts. 

Mr. Brown. Yes, sir; we have had several hundred described to us 
already. 

Mr. Jeweuu. Yes. 

Mr. Brown. Do you feel that the grower is getting a minimum 
wage under the contract setup ? 

Mr. Jeweiu. Yes; I acieaslly think they do, yes. You mean a dollar 
an hour? 

Mr. Brown. Yes. 

Mr. Jeweui. Yes. I mean, if it is an efficient job. 

Mr. Brown. It has been recommended by various letters to the 
committee that the Congress try to pass sort of a minimum wage 
provision to protect the growers. 

Mr. Jeweuu. I wish that Congress would pass a mandatory inspec- 
tion bill. I think that would help a lot, rather than anything else. 

Mr. Brown. That is being actively considered by a standing com- 
mittee of this Congress, and they are about ready for a report, I think, 
so we cannot go into that, but we would like to get into this mmimum 
wage provision. 

Mr. Jeweii. Well, you know, minimum wage is what actually a 
guy puts in—I mean, we have got a house with 10,000 chickens and 
1 man could look after them with 1 hour a day, because it is equipped 
with automatic feeders, automatic waterers, and winches for turning 
the ventilation, and the heat is automatic. 

So, it just depends on what you evaluate as a man’s time, and if he 
is just sitting there chewing tobacco and spitting on the litter and 
just watching the chickens traipse around, I wouldn’t pay him a 
dollar an hour for that. 

Mr. Brown. Well, you want him there; would you want him coming 
in and looking at them 1 hour a day 

Mr. Jewrii. Well, if it is well equipped, he could do the job— 
actually, I think that one man could look after 60,000 to 80,000 chickens 
ata time, by giving it his 8 or 10 hours a day, that is, with automation. 

Mr. Brown. And you feel that 1 man could take care of 60,000 to 
80,000 ? 

Mr. Jewett. Yes. If he is equipped, we know he can. He might 
have to have a little help, to begin with, when they are 1 or 2 weeks 
old. 

Mr. Seety-Brown. Would the gentleman yield ? 

Mr. Brown. Yes. 

Mr. Srety-Brown. How much capital would you give that person to 
put in that equipment ? 

Mr. Jewett. It was just said a while ago it actually takes $1 a 
chicken, and if you are putting in 40,000 chickens, then it is $40,000; 
that is the capital investment. 

Mr. Srety-Brown. In other words, he has got to have capital from 
somewhere ? 

Mr. Jeweiu. Yes; he has got to go to the FHA or somebody, I guess. 
Maybe he can go to these people loaning to the co-ops. 

Mr. Brown. In your case, with your 400 growers that actually work 
for you—I mean, you set the policy, you take charge of the birds when 
they are grown and everything; is that right ? 
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Mr. JewE. Yes. 

We have fieldmen that work with them on doing a better job, and we 
send and get them when they are ready for the market. And we have 
a program of recommendations’ about how they are going to use the 
feed—well, a certain amount of feeders and waterers, we do not specify 
any type, and things of that nature. 

Mr. Brown. With these new discoveries or the new innovations that 
have come along, the new equipment where one man can handle 60,000 
to 80,000 birds, I assume you will want to move in that direction, won’t 
you ? 

Mr. Jeweii. Well, it takes a lot of capital investment for that, and 
you have to get into a long-time program. 

Mr. Brown. Will these 4,000- and 5,000-bird growers be able to move 
along in that direction with you, or will they have to get out ? 

Mr. Jeweiu. Well, unless we get more people eating more chickens, 
I think they might have to get out, but I think that by the time they 
have that program set up, we will have more people eating more 
chicken. 

Mr. Brown. Will they be able to furnish the capital required ? 

Mr. Jeweti. Oh, I think they will. 

Actually, when we first started out, they made the chickenhouses out 
of slabs and now they are building these houses with aluminum roofs 
and dressed lumber, and things of that sort. 

They are getting—I don’t say they are getting richer, but I will 
say they are getting more sound ec onomically than ‘they have ever been 
before. They have been able to make money, and to supplement their 
income with the chicken business, and working in town or working in 
other industries. 

Mr. Srety-Brown. Would the gentleman yield? 

Mr. Brown. Yes. 

Mr. Sreity-Brown. Do I gather from what you said that for most 
of the people who are actually engaged in the production, the growing 
of the chickens that you use, it is only a part-time source of income 
or partial source of income ? 

Mr. Jewein. Partial. 

Mr. Sreeiy-Brown. In other words, if they had to get their entire 
living from this program they would not be able to do so, 0 r they 
would have to make it a |: arger part of the program? 

Mr. Jeweii. They would have to get into it larger, in a bigger way. 

Mr. Srreiy-Brown. In other words, you are running a business basi- 
cally where your pr oducers, as far as ‘they the mselves are concerned, 
are part-time operators? 

Mr. Jeweti. That is right; yes. 

Mr. Brown. Along that line: Here they are, making less than they 
were 5 years ago per bird, but they have to furnish even better equip- 
ment actually to handle more birds—or do you furnish that equip- 
ment ? 

Mr. Jewreti. No; we don’t furnish it. We sell it to them at a cost 
price. 

Mr. Brown. But they have to get hold of the money ¢ 

Mr. Jewein. Yes. 

Mr. Brown. Or go on the hook for it? 

Mr. Jeweiu. Yes. 
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Mr. Brown. And so a man, to handle 60,000 birds, he has got to 
have $60,000, or get somebody who will loan it to him? 

Mr. Jewrii. Mr. Chairman, you are talking in the future now, 
60,000. 

Mr. Brown. Well, let us take the average. 

Mr. Jeweu. Ten thousand. 

Mr. Brown. Ten thousand ¢ 

Mr. JeweLy. Yes—well, the average is 4,000, 5,000. 

Mr. Brown. Would you say if the price does not get better, those 
are going to fall at the wayside, or are going to have to get bigger ? 

Mr. JeweLn. Well, yes. The fact of it is that we will fall by the 
wayside; actually, as a prop, they may have to be looking for other 
dealers. 

Mr. Brown. When a man gets into the market, a man handling 
20,000 birds, that man has to have $20,000 to pay for the privilege of 
vetting a job that you say will get him about $1 an hour ? 

Mr. Jewert. Well, Mr. Chairman, they are not equipped with that 
kind of an investment now, because the way they are eae it, they 
can grow 4,000 chickens with $1,000 investinent, because they are doing 
the work themselves. What you are talking about there is being 
completely motivated, where you can have the kind of a house where 
you could grow 40,000 or 60,000 with automatic heat, automatic 
waterers, and automatic feeders. 

Mr. SreLy-Brown. Would the gentleman yield ? 

Mr. Brown. Yes. 

Mr. Srety-Brown. I do not want to belabor the point, but just 
assume that one of the men who is raising chickens for you, in order to 
do a better job—and this is what I understood you to say, and I want 
to be corrected if I am wrong—you sell him certain equipment that 
he needs to do a better job in the production of those birds and you 
sell at cost; don’t you! 

Mr. JeweELi. Yes. 

Mr. See_y-Brown. And he is investing in that equipment and he is 
in debt to you for that equipment. To what degree do you actually 
control him if he is in debt to you for the equipment that he is using 
to produce birds; [ mean, How much contro] do you exert over him ? 

Mr. Jewett. Well, we treat each case individually. It depends 
on how much he paid, how much he wants to pay for the equipment. 
A lot of them pay cash for their equipment and we try to keep them 
out of debt because actually we do not carry much accounts receivable 
from a grower standpoint on our books and we don’t like for them 
to be in debt, and he just generally pays $10, $15, or $20 for each 
bunch that he grows, and generally he grows about 4 bunches a year, 
so we do not have much of a problem along that line. 

Mr. Srety-Brown. Are the people that grow for you basically the 
same group year after year ! 

Mr. Jeweu. Yes. 

Mr. Sreiy-Brown. In other words, they are either satisfied cus- 
tomers or they are in a squeeze and can’t do anything else? 

Mr. JeweL. Yes; and we have had some growers with us for 15 or 
16 years and they did keep up their equipment with our requirements, 
generally. 
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Mr. Brown. The people who work for you in your processing-plant 
end of the business, they do not have to put up any processing equip- 
ment or go on the book for any of that ? 

Mr. Jeweu. I think they do furnish the aprons, caps. 

Mr. Brown. If you had to assure your growers the same wage, 
the same benefits, such as unemployment insurance, social security, 
accident insurance, workmen’s compensation, would it cost you more 
to grow the birds than it is costing now ? 

Mr. Jewett. If we had to—do what, now ? 

Mr. Brown. If you had to pay the growers minimum wage and all 
of the working benefits you give your employees in the processing 
plant, would it run more than the present contract ? 

Mr. JeEweu. I don’t know, because you don’t have anybody stand- 
ing there watching them to see that they are putting in every minute 
of that hour of that day, you know. I don’t know how we could make 
a relative statement of the cost there. 

Mr. Brown. You don’t think it would run you any more if you had 
to give them workmen’s compensation and accident insurance and so 
forth? 

Mr. Jeweitx. Well, Mr. Chairman, I guess it would run a little more; 
I am guessing. 

Mr. Brown. If it would run more, why wouldn’t it be better for 
those people to be in business for themselves and just sell you the 
birds ? 

Mr. Jewetx. Well, they don’t want to take the risk. Our farmers 
are very conservative people down there. 

Mr. Brown. In other words, you think if you did not grow the birds 
yourself that Georgia would not produce anywhere near as many birds 
as are produced right now ? 

Mr. Jewry. If we did not grow them ourselves—Georgia—they 
would not grow nearly as many birds; no. 

Mr. Brown. Well, would the 

Mr. Jeweu. If there is no risk, they would flood the market 

Mr. Brown. And if there were a profit 

Mr. Jewry. Well, I 

Mr. Brown. If there were profit in it, wouldn’t more people get 
into it? 

Mr. Jeweiu. Well, there are just about as many in there now as can 
get in it; they are just about as flooded with growers as they can be, 
and everybody wants to get into it but they do not want to take the 
risk themselves and if we were to put them on their own risk and 
they lose money from a couply of bunches of chickens, they would be 
out of it; is that what you mean ? 

Mr. Brown. They had been producing more birds for the past 
several years than prior 

Mr, Jeweiu. Yes. As long as it was profitable, there are more being 
grown. 

Mr. Brown. And the industry is getting bigger and bigger all the 
time and you said earlier the growers were happier, twice happier. 

Mr. Jeweitu. Well, you understand our operation, that we are 
geared for this number of chickens, 160,000 chickens a week. We 
work 500 people right in this industry ourselves and I guess none of 
them work on a minimum wage. And if we put in less chickens then 
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it would cost us more money and we are not intending to put out any 
more until things get looking better in the chicken business. 

Mr. Brown. At that point—and excuse me for interrupting, but 
here you say that you were geared at so many chickens and you have 
got to produce so many and. you also say that there are 7 or 8 other 
proven right there in Gainesville who operate, roughly, on the 

same basis and they have to produce—— 

Mr, JEwe.u. No; they don’t grow their own chickens, these proc- 
essors do not. 

Mr. Brown. But did you say that the contract growers were 90 or 
100 percent ? 

Mr. Jewett. Yes; but they buy from dealers. 

Mr. Brown. But don’t they all have so much capacity that they 
have got to keep running at an economic level constantly ? 

Mr. Jeweiui. Oh, a processing plant can cut on or cut off any time 
they want to. A lot of them cut off on Wednesday afternoon if they 
don’t have the sales for the chickens and some of them if the market 
gets a little rough and they have sales, work on Saturday—so they can 
cut off any time. 

In fact, talking about the integration, we are the only integrated 
people we know of anywhere that just goes all the way through on this 
thing—and I would like to be more’integrated, I wish we could grow 
more chickens and put up the restaurants ; for people to eat them in rand 
we could cut our volume half in two—and we could do it. 

Mr. Brown. But with this setup the way it is where everybody 
wants to produce and produce and produee, and the facts are that there 
have not been any quick adjustments recently to the demand—what is 
the real hope for it getting any better ? 

Mr. Jeweux. It is to get rid of the hens that lay the eggs and cut 
down on the hatcheries and let t everybody get sort of leveled off to 
a more stabilized operation—and then find more ways of selling more 
chickens. 

We are getting into the precooked department and I am just hoping 
that I can get 100 percent precooked and get out of the growing end 
because the growing end is getting more unprofitable and we are get- 
ting to where we are selling precooked chickens to. restaurants and 
hotels and drive-ins and places where they had never sold chicken 
before. 

Mr. Brown. In the integrated setup, you say that it is just about 
the last 3 or 4 years—do you feel that that should be expanded? You 

gay the growers are not doing too well. 

Mr. Jewretn. Well, I don't think it ought to be. In fact, we are 
getting ready now to get more integrated—and I think we can make 
more money with less volume than with big volume. 

Mr. Brown. I have asked this question of several other witnesses. 
‘There is a law on the statute books, as you know, I am sure, which 
separated the meat processors, keeping them from going into the retail 
meat business 

Mr. Jewett. W Vell, we are not going into retail. 

Mr. Brown. No, sir; but suppose Congress enacted legislation which 
would prevent processors or feed manuf: cturers from growing birds, 
what would be your comment on that? 

Mr. Jewett. From growing birds? 

Mr. Brown. Yes. 
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Mr. Jewreiu. Well, we would just get out of the growing business. 
I wished they had passed a law 2 or 3 years ago. [Laughter.] 

Mr. Brown. The dealers are growing most of the birds anyway—we 
talked about dealers financing operations—— 

Mr. Jewex. Well, you have asked that before, but they are shoe- 
stringers, I guess, most of them, the feed mills, and most of them, I 
would say, are riding on the market before the glut came, and it’s 
gradually exhausting them. 

Mr. Brown. Have you ever borrowed any money from the United 
States Government ? 

Mr. Jewett. From the—to build a freezer, we borrowed from the— 
what is it? 

Mr. Brown. Production Credit Administration / 

Mr. JEwe.u. No. 

Mr. Sreety-Brown. FHA? 

Mr. Brown. Small Business Administration ? 

Mr. Jewett. No. Don’t put it in my mouth, please, sir. 

(After referring to documents.) 

Mr. Jewett. RFC. 

Mr. Brown. That must have been some time ago. 

Mr. JeweELL. Yes; and we borrowed it to build—that is, from the 
Government agency, we borrowed it to build a freezing plant, and 
we could not expand it any more, and we paid it off next year. 

Mr. Brown, That was approximately what year, do you recall ? 

Mr. Jewewu. I think I have got it here. 

No; I don't. It has been about 3 or 4 years ago, 4, maybe—maybe 
it is 5 years ago. 

Mr. Brown. I believe the RFC discontinued operations about 3 or 
4 years ago; didn’t it? 

Mr. Jewe.u. Well, I think it must have been about 5 years ago. 

Mr. Brown. Mr. Sheehan. 

Mr. SHEEHAN. Yes. I understand you have been in the business 
for 25 years. How many years have you operated at a loss? 

Mr. Jewett. Well, I am hoping this year won’t be a loss, but I don’t 
think we have operated at a loss any before. 

Mr. Suzenan. In other words, like all businessmen, you have had 
to change to meet changing times and conditions, and you have done 
that as you have gone along; is that right! 

Mr. JEweELL. Yes. 

Mr. SuHeenan. Mr. Brown has referred several times to the fact 
that you stated that the growers were twice as happy when they 
received twice as much money. 

Now just to pursue that, 10 years ago when you were buying from 
a farmer, you may have taken 20 cents a bird profit, but the mere 
fact that you take 20 cents a bird—you have got to take into account 
the fact that you had the cost to produce—— 

Mr. Jewet,, Yes, and when bad markets come along, you generally 
went $200 to $300 in the hole, and then you put in another batch of 
chickens and you get out of the hole—and in the old days, if we did 
not come and get those chickens, then they were going to turn them 
out, they would tell me, they would not buy more feed when the mar- 
kets had gone bad, they just turned them out. But now they keep 
them as long as you want them to, it is a different operation. 
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Mr. Surenan. In other words, growers are getting less money for 
the chickens for the simple reason that the risks have been taken out? 

Mr. Jewetri. That is right. 

Mr. Sueenan. And he is not marketing those chicks and he is not 
worrying about what the end result is; you are; and you are going 
to buy them, and so they take less and they are willing to settle for 
less because they do not have those risks, you are taking them? 

Mr. Jeweti. They have less risk. They are not concerned about 
the price of feed, they are not concerned about the market, they don’t 
have any concern over the cost of the baby chicks today, and the only 
concern in their mind is how good a job I can do, and that is the 
way they are paid. 

Mr. Sueenan. And now, you have testified here that you have 
been going more and more into the growing, in the sense that you 
are supervising the operation. What was — main object in chang- 
ing your business toward that particular phase ¢ 

Mr. JEwELL. You mean, coming into this end of it—because, you 
know, you got your supply of chickens coming in and you know you 
have got it coming in. 

Mr. Sueenan. In other words, you have got to keep your process- 
ing plant going? 

Mr. Jews. Well, you know that they are yours, and even if they 
cost you more than the market, they are yours. 

Mr. SuHeenan. And if you get yourself in the position where you 
do not have the chicks and you cannot supply the chainstores, or the 
large operators, then you have lost a customer ¢ 

Mr. Jeweiu. That is right. 

Mr. SHrenan. And you have got to protect. yourself; isn’t that 
right? 

Mr, Jewein. That is right. 

Mr. Surenan. And, of course, that is what has brought on thie 
integration ? 

Mr. JEwe. Yes. 

Mr. Surenan. To keep yourself protected, keep yourself supplied ? 

Mr. JEWELL. Yes. 

Mr. Sueenan. And, of course, coming from Georgia, you don’t. 
favor every type of integration, do you? 

Mr. Jewett. No—I think all elements of people are integrated. 

Mr. SHEEHAN. You stated at one time that you were a feed dealer 
and you are now operating a mill on a contract basis; is that right? 

Mr. JeweLyt. Operating a growing program on the contract basis 

Mr. Sugevan. Where are you getting the supply ? 

Mr. Jewetu. Of feed ? 

Mr. SHEEHAN. Feed. 

Mr. Jewrit. We buy feed from the feed company, we leave the 
mill——- 

Mr. Sueenan. In other words, you have a mill, you lease to a feed 
dealer, who in turn—— 

Mr. JeEwELtL. Feed company. 

Mr. Surenan (continuing). Feed company—who, in turn, sells ta 
you on a cost-plus basis ? 


Mr, Jewrtn. Thatis right. 
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Mr. Surenan. And therefore, in selling this feed, then, to the 
farmer or other grower, you have a very distinct advantage in that 
you are buying feed at cost ? 

Mr. Jewrut. That is right, and we get bulk feed, too; we don’t use 
bags, and we haul right to the grower in bulk. 

Mr. Surruanx. Do you sell feed to anybody else outside your 
contractors ¢ 

Mr. Jeweiu. No. 

Mr. Sueewan. Therefore, you only have the one price 

Mr. JEwei.. We do not price it to the grower. 

Mr. SHeeHan. You just give it to him ¢ 

Mr. JeEwELL. We just give it to him. 

Mr. Suernan. Therefore, you are in a position that you may lose 
money on your chicks because of a depressed market, but you are able 
to make money on feed ? 

Mr. Jewett. Yes—well, now, we have a basis—what that feed costs 
us, when we figure—but we don’t make any money off of the feed that 
we use in that particular instance, we make money on the feed that 
is sold to the other growers or dealers. 

Mr. Sueenan. I thought you said you did not sell to any other 
dealers or growers. 

Mr. Jewett. The manufacturing feed company sells to other dealers. 
We get a rental. 

Mr. SuHrenan. How do you enter into those profits ? 

Mr. Jewreiu. How do we what ? 

Mr. SuHrenan. How do you enter into the profit that they may sell? 
Do you own the feed company ¢ 

Mr. Jewrtn. We own the feed mill, and we lease it on the basis of 
cost-plus, and then a rental on tonnage that he sells to other dealers. 

Mr. Sueenan. In other words, the feed mill produces—— 

Mr. Jewetn. More than we can use. 

Mr. Surenan. More than you can use. 

Mr. JEwELL. Twice as much as we can use. 

Mr. Surenan. Twice as much as you can use. 

And who owns the feed mill ? 

Mr. Jewetx. Pillsbury. 

Mr. SuHeenHan. How do you participate in that override ? 

Mr. JEwetu. Well, they give usa rental. 

Mr. Sueenan. How is that rental based ? 

Mr. Jewetr. One dollar a ton. 

Mr. SHEEHAN. It is based on tonnage? 

Mr. JeweLu. Well, I don’t know whether I am supposed to tell »you 
all this; I ought to write you a letter, maybe. 

Mr. SuHeenan. Well, now, where trade knowledge or trade secrets 
are involved, you don’t have to answer and I did not mean to ask 
you that. 

Mr. Jewetx. They have got 14 feed manufacturers sitting back 
therenow. [Laughter. ] 

Mr. SueeHan. Well, you may get $1.10 off? 

Mr. Jewry. Well, I guess it has been doubtful in their mind, now, 
it is a known fact 





Mr. Surenan. You made the statement in replying to Congressman 
Brown that the feed dealer was taking everything he had and staying 
in the game, and that leads me to the conclusion that one of the rea- 
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sons the mills or the feed dealers, whichever the case may be, had to 
stay in it was to protect the source of sales; is that right—or why is 
he staying ? 

Mr. Jewrtu. The feed dealer ? 

Mr. Sueenan. Right. 

Mr. JEwE.u. Just to hold his position and to have his gun cocked 
when the rabbit comes out. 

Mr. Sueenan. He does not want to lose it ? 

Mr. Jeweiu. They do not want to relinquish it. It is their source 
of livelihood and they are just holding on, in an optimistic way. They 
have this setup and they have these chickens going out and coming in 
each week, and they know it won't last forever and they want to be 
there when the sun shines. 

Mr. Sueenan. In other words, like all businessmen, they know that 
if they are going to stay in business, they are going to have good years 
and bad years, and over a period of time more good than bad? 

Mr. Jeweiu. Yes. 

Mr. Surenan. And they hope to have 51 percent good years, 1 
percent more good years than bad ¢ 

Mr. Jeweii. And that 1 percent is what you hope to live on. 

Mr. SHEEHAN. Yes. 

Mr. Jewett. And the Government takes half of that. 

Mr. Sueenan. A final question: What is your, personal opinion as 
to what you think the general future of the business is? Maybe it is 
a foolish question because, as you say, your own operation here, you 
have been able to change and to adapt your own operation to the needs 
of the times and you have been successful in practically every year. 
What do you think of the future if you stay in? 

Mr. Jewe.. I think that it will—I think that we ean get it toa 
position where we will not be affected by these ups and downs of 
the markets. 

Mr. SHEEHAN. That is all, 

Mr. Brown. You say you can get it into a position—is it your feeling 
that most everybody in the industry can get their situation into posi- 
tion where it won’t be affected ? 

Mr. Jewe.i. No, I guess that they can get into it as deep as I can. 
It is a problem of—well, when a hotel says “chickens,” first they want 
something good and they want portion control, and they want some- 
thing that they can serve quickly and if you give them a product of 
that nature they pay for it and they do not want to have to call all 
over the country like a chainstore, to get the prices down. What they 
want is convenience and quality. 

Mr. Brown. I,saw a letter not too long ago which came in to the 
committee which said some processors in Georgia had unloaded some 
chickens on the Department of Agriculture in 1956. That wasn’t 
you, was it, Mr. Jewell ? 

Mr. JEwELL. How could I unload them? 

Mr. Brown. He sold them to the Department of Agriculture. 

Mr. Jewe... Agriculture? For what—what did they do with 
them ? 

Mr. Brown. Well, that is what this letter said, and we are trying to 

et the facts out of some of these allegations that have been brought 
in by letters to the Congress. 
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Did you sell any birds in 1956 to the United States Government ? 

Mr. Jewe. I did not know they were in a position to buy chickens, 
as a prospective customer. You mean, condemn them somehow ? 

Mr. Brown. No. I think they just had a surplus and sold to the 
Government. Did you sell to the United States Government any 
chickens in 1956? 

Mr. Jeweui. Well, to the Army I my have—we sell a lot to the 
Army, weekly. We have been doing it before the war. 

Mr. Brown. Were the Army purchases in 1956 greater than they 
were in previous years? 

Mr. Jewett. No. I don’t recall any particular difference. You 
know you bid on chickens for the Army and they buy from the lowest 
bidder. Of course, you have got Government grading and Govern- 
ment inspection. 

Mr. Brown. When you get into a surplus situation, a temporary 
surplus situation, do you have freezing capacity to store them for a 
while / 

Mr. Jeweix. Limited. 

Mr. Brown. Limited ? 

Mr. Jewei.. Very limited. It is just because we have to, we don’t 
do it from a speculative standpoint. 

Mr. Brown. Do you think that expansion of storage capacity in the 
United States would help keep this market from violently fluctuating ? 

Mr. Jewetx. No, it might make it worse because of lack of move- 
ment. 

Mr. Brown. You don’t process any turkeys, do you? 

Mr. Jewewy. No, I wouldn’t have them in my plant. 

Mr. Brown. Mr. Seely-Brown ? 

Mr. Srety-Brown. As I understand you, there are certain general 
conclusions that can be drawn from your testimony. 

Do you feel, as you look at the future of the industry, that one of 
the hopes for survival is to get.into an intgrated program if you are 
not already in it, and that basically integration will answer more of 
the problems of your industry, or at least is the best answer that has 
come up yet to the many problems that the industry faces: Is that 
the gist of what you said? 

Mr. Jewett. Mr. Brown, integration, I would say, is the mother 
of necessity, it is something that takes years and years to get into, 
unless you merge or consolidate or something like that. 

But it is a balanced program and sometimes you are able to overcome 
losses here with profits from this operation there, which we have been 
able to do, to some degree. 

And I guess that if we had been a dealer and grower, as many 
chickens as we grow, and lost as much money as we lost, we could not 
have stood it any longer, but we had other phases that sort of held up 
the deal. 

I would say over the last 18 months we lost. 2 cents a pound grow- 
ing chickens and we grow, probably, 20 million chickens—I mean 
20 million chickens in 2 years’ time which is 60 million pounds, and 
that would be quite a loss, you see, if we did not have the other opera- 
tions to sort of hold up the situation. 

Mr. Srety-Brown. And then are we to conclude that you say that 
integration has provided the best method of survival that you know 


of today? 
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Mr. Jewett. Well, it is the best way of keeping us from going broke, 
you see, because of the stability. If a hatchery loses money, their 
processing plant makes money, and if your processing plant loses 
money, then the feed mill makes money, you have all of the different 
phases. 

Mr. Seety-Brown. Let us carry the thing another step further 
because I am very much concerned about it. 

Let us assume that everybody gets into an integrated program— 
and I guess the whole concept of integration is growing very rapidly, 
and of course I know that there are many types of integrated opera- 
tions. What do you feel is going to be the net result of a program 
of that nature? I can visualize that they are going to integrate the 
integrated ones and they are going to end up with one man or ten 
ake sitting in control of the entire industry. 

Mr. Jewe.u. Well, that is the way the automobile industry is today, 
isn’t it? I don’t know what the outcome of it is going to be, but I 
guess that some atomic bomb will come along and knock them into 
pieces again—I don’t know what the outcome is. 

Mr. Sre.ty-Brown. But the ultimate result is that the independ- 
ence of the individual as such—and maybe he has lost some burden, 
but what I am getting at is, that every time you integrate, the inde- 
pendent, the person who still hopes against hope that he may still 
find a way of doing something by himself for his own profit—is put 
back a little further? 

Mr. Jewexu. Well, it is companies that are doing that, it is not 
individuals. We have 400 growers and we have about 600 people 
working for us who, I guess, have families, so it is a pretty big—— 

Mr. Seety-Brown. And they rely on you? 

Mr. Jewetu. Yes, us. 

Mr. Srety-Brown. And it is a pretty small “us” and if something 
happens to that pretty small “us”, a lot of people could be affected ? 

Mr. Jewett. Well, I try to build up as I go on, so that when I die 
somebody will be in the position to take my place—like, we have a 
board of directors and we have vice presidents and we have foremen 
and all of that, who can step right up, and we try to bring in new 
boys right along, to carry on. 

Mr. Srety-Brown. Do any of those who raise birds for you par- 
ticipate in any of the policy decisions ¢ 

Mr. JEwe.u. Yes. 

Mr. Srety-Brown. Or do they participate as members 

Mr. Jewretxt. And they participate in the profits, too, we try—how- 
ever, in most any: business, I guess, you will find the same course of 
procedure, won’t you ? 

Mr. Sreiy-Brown. I am interested and concerned because we are 
talking about trying to do something for the small operator and every 
time we end up by passing a law making it impossible for him to 
operate because he is getting bigger 

Mr. Jewewi. Those little fellows are getting along better than their 
own personal operations 

Mr. Srety-Brown. I am sure what you say is right, but 

Mr. JEWwELL. We try to keep them on an incentive basis, but maybe 
we are weakening our foundation by taking the full responsibility 
and taking the risk because, 1 mean, if you take a risk and you lose. 
they are out. 
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Mr. Brown. Will you yield? 

Mr. Srety-Brown. Certainly. 

Mr. Brown. That is one thing that disturbs me also in this whole 
icture, Mr. Jewell, and I am not criticizing any operations of any- 
ody who felt he had to do something to stay in line with competition 

or anything else, but I am just wondering just where we are going to 
end up. 

I remember some 10 or 12 years ago at the inception of this broiler 
industry in the United States, there was a difference, when you went 
into a broiler community, between that community and a community 
that was producing—well,.a mill town or something of that sort, be- 
cause here there were some 200 or 300 individual independent business- 
men scattered around the community and they were not working for 
anybody, They were working for themselves and they were produc- 
ing a product and selling it, and they were quite interested in what 
was going on and everything. Now in just 10 years those growers 
are working for somebody else. 

Maybe it is the welfare state idea, maybe the security involved is 
better for them right at this gap, but they don’t breathe that air of 
independence and freedom of operation they use to breathe—do they ? 

Mr. Jeweuu. Well, I think Gainesville does. We at one time—we 
go through these pioneer days, you know, and, of course, you find those 
guys that eliminate themselves by going broke, getting out and work- 
ing for somebody else, and there is kind of a tendency to get better, 
improve efficiency and grow better chickens, go out and find further 
markets and things like that, and, in the overall, I think that the 
economy has improved. 

There are more people with more money, more people owing less 
money, and more people with more automobiles and more people in 
good clothes for the ildeen and more schooling, and things of that 
sort. 

The whole world is changing, with chainstores and automobiles and 
airplanes, and things—I don’t see how you could stop progress. 

Mr. Brown. Is it progress, in your mind? 

Mr. Jeweuu. I think it is progress, I think we are all better off 
than we were 10 years ago. We feel more secure in our jobs, and we 
feél happier in our work—that is my opinion. 

Mr. Brown. Yes. 

But just a little earlier you testified that the man was twice as happy. 

Mr. JeweLu. Well, we were paying him $200 a thousand and later 
$100—everybody would like to see this thing get better you know, I 
am not saying that we are happy and that we are completely satisfied, 
and I would like to be able to continue to pay these people $200 a 
thousand but I can’t pay them $200 a thousand and lose chat extra $100 
ourselves because we are now losing money, you see. 

Mr. Brown. The one thing that I want to make sure that the record 
shows here, is that your type of operation, as you testified, is a com- 
pletely integrated operation / 

Mr. Jeweiu. We could be a little more integrated. 

Mr. Brown. But I believe you said that you were as integrated as 
anybody in the United States. 

fr. Jewrtu. As anybody, as I know of, on the volume that we do 
business on. 


a a EN 








PROBLEMS IN THE POULTRY INDUSTRY 239 


Mr. Brown. Now, in contrast, in Georgia and other States, there is 
the jomt: venture or combination operation—between the feed: mill 
or the feed dealer and the hatchery, and so forth ¢ 

Mr. Jews. Yes. 

Mr. Brown. That is: joint combination-integration; is that right? 

Mr. Jeweiu. Well, yes; we need those, too. I mean, I think that 
is necessary because a hatcheryman is hatching so many chicks and 
if he can’t sell those chicks he puts them out on contract as a hatchery- 
man. 

Now, the processor’s picture has changed entirely because he is at 
the mercy of the buyers, you might say, and I would say that if a 
buyer says, “We are going to give you a price based on a 17-cent 
market,”—well, he will go and buy on the 17-cent market because that 
is all he can do. They are dictating to the processor, you see, and you 
can’t get away—but it is supply and demand, and that is the way that 
wheat and cotton and corn or anything else—and it is the: same way 
even with automobiles. They used to want a premium for an auto- 
mobile, and now they will give you a discount on an automobile. 

Mr. Brown. All right. 

In that respect, Mr. Jewell, let us take the open market operation, 
that is, the public market operation that exists at one level at the 
Delmarva auction—that is between the processor and the grower? 

Mr. JEWELL. Yes. 

Mr. Brown. And we asked this question of a processor from Del- 
marva, and I would lke to have your thinking on it, too. 

Do you think it would be of any benefit to the processors of poultry 
in the United States if the buying were done at a public market / 

Mr. Jewe wt. If the public market is a private enterprise, I think 
it would. It would make these markets competitive with each other 
rather than sympathetic with each other. 

Here is what buyers will do: They will go to Delmarva and if the 
prices—well, A. & P. out of New York will buy, sometimes, 250 truck- 
loads a week, and if the market is half a cent high up there, then they 
will go to Georgia or they will go to:Arkansas, and these markets, 
they are sympathetic with each other, and you will find that if 
Arkansas is 1 cent below Georgia, it won’t be long before Georgia is 
on the same level. 

Now, the Delmarva-Eastern Shore has more or less overcome that 
situation with that competitive buying in that area, where they go 
and look at the chickens and see the grade and size, and they know 
where the buyer can place that size or that grade. 

I think this thing is getting keener and keener, they are going to 
have to sell more by grades, just like apples or organges, or everythin 
else, and I think you are going to have Government inspection, an 
that is going to be a stabilizer because they can buy from one plant or 
another—I mean, now we cannot buy from another plant in our area 
because it is not Government inspected—so I say. that a competitor 
can sometimes be your best customer if he has got what you want, and 
we work along that basis. 

Mr. Brown. Thinking of a public market similar to the grain 
exchange or the stock exchange, stock securities, has there been any 
inclination on the part of the industry or that segment of the industry 
to establish a public market ? 

Mr. Jewetu. For futures, and so forth? 
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Mr. Brown. Yes. 

Mr. Jewetu. Yes, they have tried to, you know, in New York, and 
I think they did put them on the New York market. And then I 
talked to them over at Chicago about the mercantile market, but they 
ae not get enough buyers to play the board, and so it was just 
a flop. 

But that is another thing, when you get the Government grading 
and Government inspection, you will have a standard product where 
you can base that kind of an operation on. 

Like it is now, I guess less than 80 percent—lI mean, there is less 
than—I mean, Government inspected is about—well, I have forgot- 
ten, but I think about 20 percent of the total output, and the rest is 
noninspected poultry, and that is one of the many things that have 
contributed to the unsanitary conditions and things of that sort, and 
I think that Government inspection is going to be a healing opera- 
tion and it will have a tendency to cut down production, and I think 
that if the market right now were 20 cents or 22 cents a pound, you 
fellows would never have been here. 

Mr. Brown. Right along the line of what you said, there are some 
things that Government can do from time to time to help an industry, 
help it solve some of its problems. 

Mr. Jewett. Yes. And Government inspection would be one of 
them. 

Mr. Brown. All right. 

Could the Government also be of any assistance in establishing a 
public, but privately operated, market for these birds ? 

Mr. Jewetx. That could encourage it ; yes. 

I have known two or three people down in Georgia that were going 
to undertake it, and they just got cold feet for some reason or an- 
other—you see, they pay about so much, a percentage, on a bird, 
which is well worth it, and they make money on it, which I think 
is good. 

Another thing, and I don’t know whether I ought to say it, but this 
morning we were talking about integration in the co-ops. 

The co-ops in Georgia are really integrated, and I guess ours is 
just about the largest, because—well, they are building a $1 million 
feed mill there right now at Gainesville, and they are doing all the 
operations; they are in feed and the processing and the rendering 
business, and all of them, in a very major way—and you heard what 
that guy said, and that is authentic, because they got out of the 
records of the courthouse, that $13 million—— 

Mr. Brown. You are saying that the $13 million figure was right ? 

Mr. Jeweri. Well, from what the letter said, what they said at 
this meeting, and they said they got it from the records. 

Mr. Brown. If you recall, they are running down those records 
and they will insert them in the record of this testimony. 

You feel those people should not do that, go into that business? 

Mr. Jeweii. Well, it is taxes against nontaxes, they are using the 
dividends from the profits and in the future, and they are able to use 
that money competitively with us fellows that have to blank it out 
every vear. 

I know that some co-ops are justified. I think that the co-ops of 
the chainstores—I mean, of the individual grocery stores, I think they 
would be justified, and up in Wisconsin where they have these dairies, 
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where they put themselves together, I think they are justified—but 
there are two kinds of co-ops, you know. 

Mr. Brown. It is all riahe for them to be in the dairy business, but 
vou don’t want them in the broiler business ¢ 

Mr. JEwELL. Well, when they are directly in competition—maybe 
they are justified. I don’t know. 

Mr. Brown. At least, it is your hope that this situation is going to 
straighten out, regardless of the many problems that beset the in- 
dustry ¢ 

Mr. Jewruy. Mr. Chairman, they have always straightened them- 
selves out, and I have sat in many meetings trying to do something 
about a low market, and nothing has ever ‘been done about it except 
wait until the sun shines through. 

Mr. Brown. Do you think that the wait has become a little longer? 

Mr. JeEweLi. Yes, but there are reasons for that, too. 

One is because the feeder dealer has gone into the position where 
he is trying to hold up the whole industry. 

Mr. Brown. Trying to continue production, regardless of supply 
and demand ¢ 

Mr. JeEweLui. That is right. 

Mr. Brown. Thank you very much. 

Mr. Jewry. And his back will be broken one of these days, if he 
keeps on. 

Mr. Brown. Thank you very much. 

Mr. Jewe.tL. Mr. Chairman, before in my testimony I said $10 a 
thousand. 

For the record, it was $100 a thousand. 

Mr. Brown. I think you corrected that at the time, Mr. Jewell. 

I want to say to you, Mr. Jewell, that we do appreciate your coming 
up and the contributions you have made to this study. 

Tomorrow we will hear from the feed manufacturers. The com- 
mittee room will be No. 429, and it is quite a heavy schedule, and 
tomorrow is a legislative day over on the House floor, and it looks 
rather crowded. Let us meet at 9:30 in the morning. 

- hereupon, at 4: 15 p. m., the subcommittee recessed, to reconvene 
at 9:30 a. m., Tuesday, May 14, 1957.) 


x 





